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TO HIS EXCELLENCY 


THE GOVERNOR GENERAL IN COUNCIL, 


May IT PLEASE YOUR EXCELLENCY, 


We, the Commissioners appointed by an Order in 
Council dated 20th June, 1961, to inquire into and 
report upon the existing facilities and the future 
need for health services for the people of Canada 
and the resources to provide such services, and to 
recommend such measures, consistent with the con- 
stitutional division of legislative powers in Canada, 
as the Commissioners believe will ensure that the best 


possible health care is available to all Canadians: 


BEG TO SUBMIT TO YOUR EXCELLENCY 


VOLUME I OF OUR REPORT 


= 


ro “rh a, 


2 


— 





a 


a 


ie 
— 
~ ad 


\S 
~~ 
‘.-™ 


’ 
ne 


? 
pa 


~ 
7 
= 
~ 


9 * 
é @ 
7 

lee 


* 
ae 
i‘ 


eee 


‘\e 
eer eeu 


oh Sei Se 
| a | 


> 


bP ery 
a 


— 
yx 
7 
af "as 
7 


i us 


rio 


nD 
a 





CANADA 


Elizabeth the Second 


BY THE GRACE OF GOD 


OF THE UNITED KINGDOM, 
CANADA AND HER OTHER 


REALMS AND TERRITORIES 


Queen 
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DEFENDER OF THE FAITH 
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TO ALL TO WHOM THESE PRESENTS SHALL COME OR 
WHOM THE SAME MAY IN ANYWISE CONCERN, 


Greeting: 


WHEREAS pursuant to the provisions of Part I of the Inquiries Act, chap- 
ter 154 of the Revised Statutes of Canada, 1952, His Excellency the Gover- 
nor in Council, by Order P.C. 1961-883 of the twentieth day of June, in 
the year of Our Lord one thousand nine hundred and sixty-one, a copy of 
which is hereto annexed, has authorized the appointment of Our Commis- 
sioners therein and hereinafter named to inquire into and report upon the 
existing facilities and the future need for health services for the people of 
Canada and the resources to provide such services, and to recommend such 
measures, consistent with the constitutional division of legislative powers in 
Canada, as the Commissioners believe will ensure that the best possible 
health care is available to all Canadians and, in particular, without restricting 
the generality of the foregoing, to inquire into and report upon 


(a) the existing facilities and methods for providing personal health services 
including prevention, diagnosis, treatment and rehabilitation; 


(b) methods of improving such existing health services; 


(c) the correlation of any new or improved program with existing services 
with a view to providing improved health services; 


(d) the present and future requirements of personnel to provide health 
SEIVICes; 


(e) methods of providing adequate personnel with the best possible training 
and qualifications for such services; 


(f) the present physical facilities and the future requirements for the provi- 
sions of adequate health services; 


(g) the estimated cost of health services now being rendered to Canadians, 
with projected costs of any changes that may be recommended for the 
extention of existing programs or for any new programs suggested; 


(h) the methods of financing health care services as presently sponsored by 
management, labour, professional associations, insurance companies or 
in any other manner; 


(i) the methods of financing any new or extended programs which may be 
recommended; 


(j) the relationship of existing and any recommended health care programs | 
with medical research and the means of encouraging a high rate of 
scientific development in the field of medicine in Canada; 


(k) the feasibility and desirability of priorities in the development of health 
care services; and 


(1) such other matters as the Commissioners deem appropriate for the 
improvement of health services to all Canadians, 


and has conferred certain rights, powers and privileges upon Our said 
Commissioners as will by reference to the said Order more fully appear. 


NOW KNOW YE that, by and with the advice of Our Privy Council for 
Canada, We do by these Presents nominate, constitute and appoint Chief 
Justice Emmett M. Hall of the City of Regina, in the Province of Sas- 
katchewan, Miss Alice Girard, Registered Nurse, of the City of Montreal, 
in the Province of Quebec, Doctor David M. Baltzan, of the City of Sas- 
katoon, in the Province of Saskatchewan, Professor O. J. Firestone, of the 
City of Ottawa, in the Province of Ontario, M. Wallace McCutcheon, 
Esquire, of the City of Toronto, in the Province of Ontario, Doctor C. L. 
Strachan, of the City of London, in the Province of Ontario, and Doctor 
Arthur F. Van Wart of the City of Fredericton, in the Province of New 
Brunswick, to be Our Commissioners to conduct such enquiry. 


TO HAVE, HOLD, EXERCISE AND ENJOY the said office, place and 
trust unto the said Emmett M. Hall, Alice Girard, David M. Baltzan, O. J. 
Firestone, M. Wallace McCutcheon, C. L. Strachan, Arthur F. Van Wart, 
together with the rights, powers, privileges and emoluments unto the said 
office, place and trust of right and by law appertaining during Our Pleasure. 


AND WE DO HEREBY authorize Our said Commissioners to exercise all 
the powers conferred upon them by section 11 of the Inquiries Act and be 
assisted to the fullest extent by government departments and agencies. 


AND WE DO HEREBY authorize Our said Commissioners to adopt such 
procedure and methods as they may from time to time deem expedient for 
the proper conduct of the enquiry and sit at such times and at such places 
in Canada as they may decide from time to time. 


AND WE DO HEREBY authorize Our said Commissioners to engage the 
services of such counsel, staff and technical advisers as they may require at 
rates of remuneration and reimbursement to be approved by the Treasury 
Board. 


AND WE DO HEREBY require and direct Our said Commissioners to 
report their findings to Our Governor in Council, and file with the Dominion 
Archivist the papers and records of the Commission as soon as reasonably 
may be after the conclusion of the inquiry. 


AND WE FURTHER appoint the said Chief Justice Emmett M. Hall to be 
Chairman of Our said Commissioners. 
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IN TESTIMONY WHEREOF We have caused these Our Letters to be 
made Patent and the Great Seal of Canada to be hereunto affixed. 


WITNESS: The Honourable Charles Holland Locke, Puisne Judge of the 
Supreme Court of Canada and Deputy of the Honourable Patrick 
Kerwin, Chief Justice of Canada and Administrator of Our 
Government of Canada. 


AT OTTAWA, this twenty-fourth day of July in the year of Our Lord 
one thousand nine hundred and sixty-one and in the tenth year of Our 
Reign. 

By Command, 


oe 


ACTING UNDER SECRETARY OF STATE 
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FOREWORD 


Order in Council P.C. 1961-883 which set up this Commission charged us to 
inquire into and report upon the existing facilities and the future need for 
health services for the people of Canada, the resources required to provide 
such services, and to recommend such measures, consistent with the constitu- 
tional division of legislative powers in Canada, as the Commissioners believe 
will ensure that the best possible health care is available to all Canadians. 

The Commission held public hearings in all Provinces and the 
Yukon.t Members of the Commission either singly or in groups studied 
at first hand the programmes and practices in other countries including 
the United Kingdom, France, Holland, Sweden, Switzerland, Austria, 
Italy, the United States, the U.S.S.R., Australia, and New Zealand. In the 
Canadian hearings we received submissions and heard representatives from 
406 organizations or individuals. All major groups interested in health in 
Canada participated. We commissioned the preparation of 26 research 
studies? by outstanding Canadian scholars working either singly or in 
teams. These studies are being readied for publication where the infor- 
mation is considered to be of general usefulness and necessary to give a 
complete background to many of the matters dealt with in the Report. 

We were impressed in the course of our inquiry with the deep 
feeling of conviction and the sense of urgency common to all who 
appeared before us about the need for careful planning and speedy and 
wise action to ensure continuing progress and improvement in the health field 
in Canada. There was no dissent to the view that some form of government 
action was needed to bring to all Canadians the best possible health care. 
There were divergent opinions as to how this objective could or should be 
attained and the extent to which governments should participate. 

We were impressed also with the generally expressed views that to 
date Canadians have, by and large, enjoyed a comparatively high level of 
health services. We heard frequent references to serious gaps or inadequacies 
by virtually all who testified including those who spoke for The Canadian 





1See Appendix D. 
2See Appendix B. 
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Medical Association and its ten provincial branches; L’Association des Mé- 
decins de Langue Francaise du Canada and its Filiale du Québec; L’Associa- 
tion des Médecins-Chirurgiens en Pratique Générale du District Médical 
de Montréal; the ten Provincial Colleges or Councils of Physicians and Sur- 
geons including the Collége des Médecins et Chirurgiens de la Province de 
Québec; L’Association Médicale de la Province de Québec; the Canadian 
Dental Association, its corporate bodies, and a few other dental associations 
including La Société Dentaire de Montréal, who were frank in acknowledg- 
ing that remedial action was essential in many fields. 

It became clear as we entered upon our hearings that two factors in 
particular were going to pose special difficulties. One was the haphazard 
approach of organizations and governments in the search for solutions to the 
problem of providing a measure of health care for Canadians. The second 
was the over-emphasis given to “medicare”. This latter factor threatened to 
overshadow the broad purpose of the inquiry. No one would suggest that the 
payment of medical bills is not an important item, but it is after all but one 
item in the full range of health services and in any objective approach it 
could not be permitted to dominate the whole field. 

There are many other areas in the health service field that cry out 
for improvement: mental illness, retarded children, crippled children, the 
crippling diseases, paraplegics, the aged and the infirm, dental services, and 
drug costs. All these and others must have their proper place in the plans 
for the future if the objectives outlined in the Order in Council are to be 
achieved. Positive preventive measures must be expanded and, in addition, 
educational and training facilities for physicians, dentists, nurses, and others 
must be provided at once to meet the needs of a rapidly expanding population. 

During our hearings and while our research studies were underway, 
and as we deliberated on this Report, three provincial governments intro- 
duced legislation with respect to payment for physicians’ services. Saskatche- 
wan established an all inclusive plan on a compulsory basis attended by 
much needless friction with the medical profession of that Province. Two 
provinces, Alberta and Ontario, introduced legislation, not similar in form, 
but basically providing for voluntary coverage of certain medical services 
with subsidies for specified categories of citizens to help with the payment 
of premiums with such plans administered by private carriers, both profit 
and non-profit. The initiative shown by the three provinces is based, we 
believe, on the recognition that government action in the personal health 
care field is overwhelmingly desired by Canadians. But the different scope of 
the plans as announced by these three provincial governments, particularly 
the limitations of the Alberta and Ontario plans and the lack of harmony in 
Saskatchewan, point to the danger which Canada faces if health planning and 
health care coverage is left solely to the initiative and financial ability of 


FOREWORD XXI 


individual provinces without regard to adequate standards of health services 
for Canadians from one end of the country to the other, without adequate 
provision for the supply of physicians, dentists, nurses, and other health 
personnel, and health facilities to implement such a programme, and without 
making the most effective use of Canada’s health resources both existing 
and those that will be forthcoming through integrated and co-operative health 
planning on a non-political Canada-wide basis. 

So, in preparing this Report we have been at all times conscious 
of the mandate given us to investigate the whole field, and we have tried 
our best to see that the Report does not give primacy to any one area 
while at the same time recognizing that health services consist of many 
interdependent elements with the physician as the central figure. Co-operation 
of all elements must be of the essence of any properly conceived health 
service. The programme we visualize is rooted in this concept of close 
co-operation of all health services personnel with the physician and with the 
administering agency or agencies. It is a multi-phased approach to health 
services and to good health embracing (1) the education and training of 
sufficient personnel, (2) preventive measures, (3) diagnostic and curative 
procedures and (4) rehabilitative facilities, all integrated to achieve the best 
possible health care for all Canadians while at the same time fostering 
research into all elements of disease and good health. 

How can this objective be best achieved? Through a haphazard and 
makeshift approach or by means of a well planned programme founded on 
basic principles which will allow for flexibility and change, but keep Cana- 
dians at all times striving towards the goal of the best possible health care 
for all. To us the answer is clear: we need a set of principles and we need 
to apply them with vigour and imagination and without hesitancy. 

We present in Chapter 1 the basic considerations and general 
philosophy to be embodied in a Health Charter for Canadians. In Chapter 2 
we present recommendations for a comprehensive health care programme 
which, if implemented, will contribute significantly to the improvement of the 
health of Canadians of this and succeeding generations. The principles and our 
recommendations are based on a thorough analysis in Chapters 3 to 12 of 
the health of the Canadian people, and the health services available to them, 
and on an extensive examination in Chapters 13 to 21 of health requirements 
and problems faced, and on an assessment of the costs of a health care pro- 
gramme over the next 30 years projecting present trends and allowing for 
changes such as we recommend. 

We have excluded as beyond our Terms of Reference what are 
described as borderline areas relating to health, such as social aspects of 





1 World Health Organization, The Cost and Means of Financing Medical Care Services, 
Geneva: The Organization, 1962, pp. 24 to 29. 
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health, problems of ageing, non-prescribed drugs, environmental aspects 
of health,? and income maintenance during periods of ill health. 

This is Volume I of our Report.? It contains our major analyses 
and recommendations.‘ It will be followed by Volume II which deals with 
other matters relating to our Terms of Reference including pharmacists, 
paramedical personnel, other personnel such as chiropractors, osteopaths, and 
naturopaths, the place of voluntary organizations in the provision of health 
services, the organization of health research, the role of health planning, the 
evaluation of existing programmes in the health services complex, and present 
and future problems in the patterns of organizing community health services 
and facilities. | 

The Commission as originally constituted named seven members. 
However, one of our number, The Honourable M. Wallace McCutcheon, 
Q.C., resigned from the Commission on August 8, 1962, on being appointed 
to the Senate of Canada and a member of the Government. Senator 
McCutcheon participated throughout the public hearings and in our delibera- 
tions prior to his resignation. His penetrating analysis of the problems before 
us and his co-operation in the search for solutions was of great assistance. 

In preparing this Report we have had the assistance of a very compe- 
tent research and administrative staff, and invaluable help from a large num- 
ber of individual experts in the health professions, in governments, in 
universities, and other institutions. We acknowledge this help gratefully with 
details given in Appendix A. 


1For example, training and employment of handicapped persons. 

*For example, air and water pollution. 

®’ Because the quoted material contained in this Volume is taken from preliminary 
drafts of the studies set out in Appendix B, it may differ in form, but not in substance, 
from the corresponding material contained in the final version of these studies. 

*We have made allowances in our cost estimates presented in Volume I for expendi- 
tures relating to the recommendations included in Volume IJ. Any additional expenditures — 
that may result from the recommendations in Volume II would be minor so that for 
practical purposes the cost figures as presented in this Volume can be taken as the cost 
of the over-all programme. 
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Basic Concepts 


Throughout the course of our hearings, the Commission was greatly impressed 
by the public response to our inquiry. Interested parties have presented an 
amazing variety of recommendations; of things to be done, or not to be 
done, as well as suggestions indicating who should or who should not do them. 
As we sifted through and analysed these recommendations we were impressed 
by the wide areas of agreement among Canadian citizens as to our most 
pressing health needs, on the present stage of our health services develop- 
ment, and on the necessity to extend the advantages of prepayment to all 
Canadians. Outstanding among our impressions was the constructive work 
of many voluntary agencies and the number of individuals contributing their 
services to them. 

There was disagreement, on the part of some, as to the respective roles 
of individuals, of voluntary associations, of commercial enterprises, and of 
governments in health services. In a democracy such divergent views are to 
be expected. 

Faced with these conflicting representations and charged by our Terms 
of Reference to make recommendations respecting the improvement of 
health services in Canada, it seemed essential for our purposes to resolve in 
so far as possible these various points of view by answering the fundamental 
question: What is society’s interest in the health of its individual members? 
If we can answer that question satisfactorily we may then be in a position to 
better determine what legislative measures and programmes may be re- 
quired to discharge society’s obligations to the individual. We begin with and 
adhere to the view that the public interest, whatever its extent, is clearly 
supportive of the individual’s interest in his own health. What, then, is 
the individual’s responsibility? 


INDIVIDUAL RESPONSIBILITY FOR HEALTH 


The Commission believes that the individual’s responsibility for his 
personal health and that of the members of his or her family is paramount 
to the extent of the individual’s capacities. Briefs from the health professions 
and other experts, and studies by our research staff emphasize the wide scope 
that the individual has for the determination of his own health and well- 
being. With the near-disappearance of most communicable diseases, that 
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range of self-determination has increased. Personal hygiene, cleanliness in 
the home, balanced diets, precautions against accidents,! adequate rest, 
regular exercise, wise use of time for leisure and recreation; in short, temper- 
ate living—all of these are not only of first importance in the maintenance of 
health but are largely under the control of the individual, and in our opinion, 
are clearly his responsibility. 

However, in this day of advanced medical knowledge and skill, these 
are not enough. The individual must assume responsibility for wise and 
prudent use of health services, for periodic health examinations, including 
regular dental examinations, for assuring that the mother receives complete 
pre- and post-natal care, for seeing that children are properly immunized, 
and at the first sign of symptoms for consulting a physician or dentist. The 
wise use of available health services cannot be over-stressed. Much serious 
illness and unhappiness would be avoided if this were done. It goes without 
saying that since all such resources are scarce, it is the duty of the individual, 
as well as of the practitioner prescribing them, to see that the services are 
used with prudence and economy. 

There are other obligations. These services cost money; therefore the 
individual must also be prepared to assign a reasonable part of his income 
by taxes, premiums or both to meet the costs of health services which will 
be faced by every person during the course of his lifetime. 

In addition, the individual must assume responsibility as a member 
of organized society for meeting a fair share of the costs of providing health 
resources for the nation including those which give him protection through 
environmental controls, the educational institutions that produce our supply 
of health workers, and the research institutions that advance our knowledge 
of life and disease processes and new methods of therapy. 

These obligations and responsibilities we believe to be wholly com- 
patible with the democratic concept of the individual in a free, self-governing 
society. 


PUBLIC INTEREST IN INDIVIDUAL HEALTH 


The public interest in health has been typically manifested by com- 
munity action to deal with health problems that the individual was incapable 
of managing himself. In the past this meant community measures to prevent 
and control communicable diseases. Organized health activities in Canada 
originated in community efforts to stem the epidemics of the last century. 

In recent decades, a number of factors have enlarged the scope of the 
public interest and given it new force and cogency. 


1 Health services provided to accident victims cost an estimated $74,000,000 in 1961, 
see Chapter 5, Table 5-18. In the same year, over 11,000 people died in Canada from 
accidents, poisoning, and other acts of violence. 
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The first is a deepening of our humanitarian concern for our fellows. 
We recognize that the well-being and happiness of the society is simply the 
sum total of the well-being and happiness of its individual members. It is 
clear that the well-being of a proportion of the population at any given time 
is seriously curtailed because of mental or physical disease or impairment 
that, strictly by the laws of chance, could strike any one of us. 

We seem, in a sense, to have become “insurance minded” in that we 
now believe that an individual family should not have to bear alone the 
full cost of risks that could happen to any one of us. Accordingly, if the 
resources of the whole can be used to strengthen the ability of families and 
individuals to manage and plan for themselves, then they should be so used. 

The depression of the nineteen thirties with its mass unemployment, 
requiring massive national, provincial and municipal expenditures to help 
individuals regain their independence and self-sufficiency, probably did more 
to translate into action what is basically a Judeo-Christian philosophical 
concept than any other event of our era. Just as we have accepted that the 
costs of industrial accidents should be a charge upon the whole productive 
economy and not be borne by the injured workman and his family, so are we 
now accepting that society as a whole must help to bear the costs of accidents 
and disease that we know will strike the total population in predictable num- 
bers, although we cannot foretell which of its members will be stricken. The 
almost immediate response of governments in the thalidomide tragedy is the 
most recent dramatic example, but everywhere throughout the land—as in- 
numerable briefs to the Commission attest—there is an awakened conscience 
and a growing consciousness of the need for more organized assistance for 
those families carrying the unpredictable burdens of children with severe 
mental deficiency, children deformed or injured at birth or maimed in infancy, 
of members who are mentally ill, of members injured in accidents, of members 
who are aged and infirm. There is a growing consensus that since we do not 
know which of us may be afflicted, all should make a contribution to a 
common fund to assist those who are. 

There is yet another major reason for an expanding public interest 
in health. It is the growing awareness of the cost to society as a whole of 
failure to be concerned and to act on behalf of its members. The most 
dramatic evidence was the rejection rates of armed services recruits in World 
War II. With the nation in peril, dependent upon its healthy man- and 
woman-power for survival, the price we were paying for our past lack of 
adequate health resources and services was glaringly apparent. The second 
most revealing piece of evidence was the Sickness Survey of 1951. It showed 
the appalling social and economic cost to Canada of ill-health, proving that 
the family and the nation pay heavily in terms of lost production for failure 
to make available to all Canadian citizens the standard of health service we 
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know how to provide. Nor is it only in loss of production’ that we pay. 
Many of our so-called “welfare” expenditures are the end result of illness, 
disability, and premature death. Not all of these expenditures are avoidable, 
of course, but clearly many of them are. 

To the extent, then, that health expenditures prevent or shorten 
periods of sickness, reduce the extent of disability, postpone death, and contrib- 
ute to the productivity of citizens, then to that degree health expenditures are 
investments in our human resources, with the prospect of rich dividends. 

There are also undoubtedly external forces causing us to explore 
new ways in which a democratic society can co-operate to enable its members 
and those of other societies to achieve a fuller life. One of these is the threat 
of totalitarian regimes with their professed greater concern for people. If a 
democracy fails to meet the legitimate aspirations of its people there can be 
few who doubt that alien philosophies will win the right to try. Another is 
Canada’s membership in such special agencies of the United Nations as the 
World Health Organization, the International Children’s Fund, the Food and 
Agricultural Organization, the International Labour Office, all in some 
measure related to health. Apart from being bound by the various inter- 
national agreements it has ratified, it should be remembered that this country, 
by signing the Constitution of the World Health Organization, has subscribed 
to the following principles announced in the preamble to its Charter: 


“The enjoyment of the highest attainable standard of health is one of the 
fundamental rights of every human being without distinction of race, 
religion, political belief, economic or social condition. 


“The health of all peoples is fundamental to the attainment of peace and 
security and is dependent upon the fullest co-operation of individuals and 
States.” 


Thus, humanitarian considerations are at the source of Canada’s concern 
with this situation as much as her self-interest and formal international 
obligations. 

The Commission is convinced that, quite apart from humanitarian con- 
siderations, the health of Canadians is a matter of concern to us as a nation, 
and that no enlightened government can ignore that the economic capacity 
of its citizens to be productive depends upon their health and vigour as much 
as upon their educational attainment. 

We accept the statement of Sir Arthur Newsholme: 


“Civilised communities have arrived at two conclusions, from which there 
will be no retreat, though their full realisation in experience has nowhere 
been completely achieved. 





1In 1961, an estimated total of 52,700,000 man-days was lost through sickness in the 
labour force. 


? World Health Organization, Constitution, Geneva: The Organization, 1960, p. 1. 
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“In the first place, THE HEALTH OF EVERY INDIVIDUAL IS A 
SOCIAL CONCERN AND RESPONSIBILITY; and secondly, as follow- 
ing from this, MEDICAL CARE IN ITS WIDEST SENSE FOR EVERY 
INDIVIDUAL IS AN ESSENTIAL CONDITION OF MAXIMUM 
EFFICIENCY AND HAPPINESS IN A CIVILISED COMMUNITY”.* 


Let us now examine the areas we consider to come within public 
and group responsibility. 


PUBLIC AND GROUP RESPONSIBILITY 


Responsibility for Environmental Health Services 


Nearly a century of success with public health measures has removed 
all argument from the proposition that assuring a healthful environment is 
a public responsibility. Sewerage systems, pest control, assurance of pure 
water supply, pasteurization of milk, meat and food inspection, sanitary 
inspection of public eating establishments, public conveyances, and the like; 
all of these have made their contribution to lower morbidity and mortality. 

With advancing knowledge of health measures that can be taken 
on a mass basis, the definition of public health is necessarily broadened. 
It ceases to be simply the traditional functions of public health departments— 
communicable disease control, sanitary inspection, maternal and child health, 
mental hospitals, health education, and statistics—and becomes any health 
problem that involves a sufficient number of individuals to become a public 
problem, and for the adequate solution of which public action is necessary 
or desirable. Hence, health services for indigents, cancer diagnostic and 
treatment clinics, mental health clinics, facilities for crippled children and 
for retarded children, tuberculosis sanatoria, rehabilitation centres, and the 
like, become accepted public health activities because it is now recognized that 
it is clearly in the public interest to undertake them. In our open society, with 
voluntary action serving as the mainspring for most progress, it has been 
typical for new areas of need to be first explored, the problem defined, and 
the solutions discovered or organized by voluntary agencies. Frequently, 
the volume of need thus revealed has been beyond the capacity of voluntary 
action to finance. At that point public demand for action results in govern- 
ment action, and the voluntary leaders turn their attention to other unmet 
needs that their experience has revealed. In this way, progress continues 
towards an ever-advancing goal of higher standards by reducing the universal 
hazards to mankind. We believe that this process of interaction of voluntary 
and public action and, hence, this progress, will continue. 


tNewsholme, Sir Arthur, Medicine and the State, London: G. Allen & Unwin Ltd., 
Baltimore: Williams and Wilkins Co., 1932, p. 29. 
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Education of Personnel 


The creation and operation of the educational institutions to provide 
society’s increasing requirements for health workers, together with the sub- 
sidy required to ensure an adequate supply of qualified graduates, is clearly 
a public responsibility. 

If it is accepted, as we accept, that the investment in health pays 
cash dividends as well as dividends in human well-being, then it is a public 
responsibility to ensure that the supply of health workers is expanded to 
meet essential needs. In some areas, a crash programme of. expansion of 
facilities as well as of recruiting will be required. Dentistry and nursing are 
outstanding examples. Moreover, the public interest is not concerned simply 
with the production of numbers of health personnel; it is deeply concerned 
with the quality of education. For it is on the quality of their training that 
the quality of performance of their skills largely depends. We have much 
to say on this subject as well as on the need for continuing education in 
all the health professions. 

One other aspect of the education of health professions demands 
comment. It is the anomaly that the training of our most essential health 
workers—the front-line medical practitioner—has depended upon there 
being a low-income or indigent group in our society to provide the essential 
clinical experience in “public wards” and “out-patient” clinics. We have 
not yet abolished poverty or indigency, but the training of society’s essential 
professions can no longer rest on this limited, indigent base. It is now a 
public responsibility in the sense that every member of the public must 
accept the obligation, when hospitalized in teaching hospitals, to serve in 
the education process. 


Provision of Facilities 


Over $133 million spent by the Federal Government on hospital 
construction since 1948,1 and an even greater amount by the provinces in 
the same period, plus millions of dollars contributed by municipal govern- 
ments and hospital taxing districts testify to the acceptance of the provision 
of health facilities as an area of the public interest.2 

But it is an interest that has been acknowledged in a variety of ways 
and in a variety of degrees. 

In the provision of hospital facilities, however, the history is a long 
and varied mixture. Private philanthropy and religious endeavour—these 
two (with the occasional military establishment being the exception) 


Department of National Health and Welfare, National Health Grants, 1948-1961, 
Ottawa: Queen’s Printer, January 1962, p. 39. 

* Facilities for the most vital function of all, that of the practising physician and 
dentist, have been left almost wholly as a private responsibility of the practitioner. ‘Setting 
up a practice” is still one more economic hurdle for the medical and dental graduate. 
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provided our first facilities for organized care, and they continue to this 
day. But in the western provinces, where a new society had the needs but 
not the philanthropic resources, recourse to the municipal tax base was 
unavoidable to supplement the efforts of the pioneer religious groups. 

In the last few years, three factors seem to have altered the pattern: 
the rising costs of hospital construction, the effect of income taxes on 
philanthropic resources, and the transfer to the public sector of the financing 
of hospital operations. With this combination of factors (and there are 
undoubtedly others) hospital financing became increasingly a responsibility 
of governments although the proportion of costs assumed by government has 
varied markedly from province to province. 

Hospitals for the mentally ill are for the most part a public (pro- 
vincial) responsibility and hospitals for Veterans, Indians and Eskimos, 
largely a federal responsibility. 

Despite the continuing importance of voluntary contributions, the 
provision of the facilities that Canadians require will obviously become 
primarily a public responsibility and we believe that steps should be taken to 
rationalize the system and equalize the burden. 


Distribution of Personnel and Other Resources 


Although we have been ever mindful of the present constitutional 
provisions respecting jurisdiction over health matters, we cannot ignore the 
unequal distribution of resources, particularly of personnel, to meet our 
health needs. And, as we have indicated, if there ever was a time when 
Canadians in one section of our country could be oblivious to lower health 
standards elsewhere in Canada, that time is not now. There is clearly an 
overriding national interest in the health of Canadians wherever they reside. 
We are a mobile people and illness knows no provincial boundaries nor 
other differences. 

We are convinced that, however much we prefer voluntary to public 
action, nothing but public action and support at every level of government 
can correct the imbalance. . 

It is necessary, therefore, to view the distribution of health resources 
—personnel and facilities—as a primary concern of the public interest. 
Specific recommendations to achieve adequate national standards are 
presented in Chapter 2. 


Prepayment for Health Services 


This century has witnessed tremendous strides in the science and art 
of medical care in its widest sense. But as medical knowledge, skill and 
techniques have advanced, so have the costs of their application. Were it 
not for the device of prepayment, only a few at the top of the income scale 
in Canada could emerge from serious illness or injury without being finan- 
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cially crippled. The rationale of health insurance is now so well known and 
accepted that it scarcely needs restating. What Winston Churchill once 
described as “the application of averages for the relief of millions” is, in 
our opinion, absolutely essential for all but a small minority of wealthy 
Canadians. Many Canadians have availed themselves of the insurance 
mechanism, principally those who can afford the protection or those who 
are in employment where coverage is provided or subsidized as part of their 
working conditions. However large this group may be it is not large enough. 
The national interest requires that the risk must be spread over the whole 
productive population to cover everybody and not only those who choose to 
insure voluntarily. And the device must be used ultimately to finance the 
whole spectrum of health services, not merely hospital and physicians’ 
services. To make certain that all our citizens have access to the necessary 
health services is now clearly a matter for the public interest. That less than 
half of our population has some degree of reasonably adequate health insur- 
ance coverage for medical services is a matter of grave national concern, 
and of greater concern is the fact that few organized insurance programmes 
worth mentioning exist in equally important areas such as mental illness, 
dental, and optical care, drug requirements, retarded and crippled children. 
These are the areas—environmental controls, education, facilities, 
personnel, and universal availability and access to services—that now clearly 
constitute the public interest in health care and call for public action. 


OBJECTIVE 


As we examined the hundreds of briefs with their thousands of 
recommendations we were impressed with the fact that the field of health 
services illustrates, perhaps better than any other, the paradox of our age, 
which is, of course, the enormous gap between our scientific knowledge and 
skills on the one hand, and our organizational and financial arrangements to 
apply them to the needs of men, on the other. 


What the Commission recommends is that in Canada this gap be 
closed. That as a nation we now take the necessary legislative, organizational 
and financial decisions to make all the fruits of the health sciences available to 
all our residents without hindrance of any kind. All our recommendations 
are directed toward this objective. 

There can be no greater challenge to a free society of free men. 


The Commission believes that this goal should be incorporated in 
a declaration of purpose, and recommends that the following Health Charter 
be accepted as an objective of national policy for Canada. 
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HEALTH CHARTER FOR CANADIANS 


The achievement of the highest possible health standards for all our 
people must become a primary objective of national policy and a cohesive 
factor contributing to national unity, involving individual and community 
responsibilities and actions. This objective can best be achieved through a 
comprehensive, universal Health Services Programme for the Canadian people, 


IMPLEMENTED in accordance with Canada’s evolving constitutional 
arrangements; 


BASED upon freedom of choice, and upon free and self-governing pro- 
fessions and institutions; 


FINANCED through prepayment arrangements; 


ACCOMPLISHED through the full co-operation of the general pub- 
lic, the health professions, voluntary agencies, all political parties, 
and governments, federal, provincial and municipal; 


DIRECTED towards the most effective use of the nation’s health 
resources to attain the highest possible levels of physical and mental 
well-being. 

1. “Comprehensive” includes all health services, preventive, diag- 
nostic, curative and rehabilitative, that modern medical and other 
sciences can provide. 

2. “Universal” means that adequate health services shall be available to 
all Canadians wherever they reside and whatever their financial re- 
sourcesmay be, within the limitations imposed by geographic factors. 

3. “Health Services Programme” consists of legislative enactments 
and administrative arrangements to organize comprehensive uni- 
versal health care including prepayment arrangements for financ- 
ing personal health services introduced in stages. Such a 
programme will provide complete health care with due regard 
to human factors and the spiritual, social, economic and regional 
forces intrinsic in the Canadian way of life. 

4. “Canada’s evolving constitutional arrangements” take into account 
the primary jurisdiction of provincial governments with respect 
to health matters including staging, scope and administration of 
health services, as well as the necessity for federal financial assist- 
ance to enable each of the provinces to implement a comprehen- 
sive, universal Health Services Programme. 

5. “Freedom of choice” means the right of a patient to select his 
physician or dentist and the right of the practitioner to accept or 


not to accept a patient except in emergency or on humanitarian 
grounds. 
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‘Free and self-governing professions” means the right of mem- 
bers of health professions to practise within the law, to free 
choice of location and type of practice, and to professional self- 
government. With respect to “institutions” it means academic 
freedom for medical, dental and other professional schools, and 
for hospitals, freedom from political control or domination and 
encouragement of administration at the local level. 


“Prepayment arrangements” means (a) financing within a prov- 
ince by means of premiums, subsidized premiums, sales or other 
taxes, supplements from provincial general revenues and (b) by 
federal grants taking into account provincial fiscal need. 


“Full co-operation” means 


(a) the responsibility of the individual to observe good health 
practices and to use available health services prudently; 


(b) the responsibility of the individual to allocate a reasonable 
share of his income (by way of taxes or premiums or both) 
for health purposes; 


(c) the methods of remuneration of health personnel—fee-for- 
service, salary or other arrangements—and the rates thereof 
should be as agreed upon by the professional associations 
and the administrative agencies and not by arbitrary decision, 
with an appeal procedure in the event of inability to agree; 


(d) the maintenance of the close relationship between those who 
provide and those who receive health services, safeguarding 
the confidential nature of that relationship; 


(e) the provision of educational facilities of the highest standards 
and the removal of financial barriers to education and train- 
ing to enable all those capable ‘and desirous of so doing to 
pursue health service careers; 


(f) the adequate support of health research and its application; 


(g) the necessity of retaining and developing further the indispens- 
able work of voluntary agencies in the health care field; 


(h) the efforts to improve the quality and availability of health 
services must be supplemented by a wide range of other 
measures concerned with such matters as housing, nutrition, 
cigarette smoking, water and air pollution, motor vehicle 
and other accidents, alcoholism and drug addiction; 


(i) the development of representative health planning agencies 
at all levels of government, federal, provincial, regional and 
municipal, and integration of health planning. 
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This is what Canada and the provinces working together should do. 
It is not an idealist’s dream but a practical programme within Canada’s 
ability, financially and practically, as subsequent chapters will show. It is what 
Canadians ought to strive for and expect through their governments. They 
should not be content with less.1 A nation that in 1962 spent $756 million 
on cigarettes and tobacco and $973 million on alcoholic beverages? can 
afford the programme we recommend which would involve an additional 
$466 million in 1971.3 

The Health Services Programme which we have set forth is a distinc- 
tive Canadian development in harmony with our constitutional division of 
legislative powers. The federal and provincial governments must each play 
their part, and in so doing promote the national well-being. Such a pro- 
gramme, we believe, will be a major contribution to equalizing the oppor- 
tunities for our citizens wherever they live. 

We urge Canadians not to become involved in a battle of semantics. 
In recommending the programme we have proposed, we have steered clear 
of the views of those on the extreme right or extreme left. We are opposed 
to state medicine, a system in which all providers of health services are 
functionaries under the control of the state. We recommend a course of 
action based upon social principles and the co-operation and participation 
of society as a whole* in order to achieve the best possible health care 
for all Canadians, an aim that Canadians by their individual efforts cannot 
attain. 

Such action, we insist, is based upon freedom of choice on the part 
of the citizen, and on services provided by free and self-governing professions. 
By safeguarding these elements, so vital to a free society, we believe we have 
avoided the difficulties inherent in a programme which attempts to nationalize 
the services which one group provides for others. 

We must reiterate, however, that the comprehensive universal Health 
Services Programme we recommend requires careful planning, wise use 
of the resources at our disposal, and acceptance of the principle of prepay- 
ment whereby all Canadians can be provided with health services. 


1The United Church of Canada has taken the stand that ‘‘a Medical Insurance Plan 
should be universal (including all citizens within its provisions); comprehensive (including 
various medical and related needs in co-operation with the medical, nursing, dental, pharma- 
ceutical and other related professions); and national (with the various provincial plans 
co-ordinated in a nation-wide plan)”. The United Church of Canada, brief presented to 
the Medical Services Insurance Enquiry, Toronto, January 1964, p. 2. 

2Dominion Bureau of Statistics, National Accounts, Income and Expenditure 1962, 
Ottawa: Queen’s Printer, 1963, p. 58. 

’See Chapter 2 and Chapter 20. This amount is in addition to that which will likely 
be spent in 1971 with existing programmes. 

* John XXIII, Mater et Magistra, New York: Paulist Press, 1961. 
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We recognize, of course, that this whole programme cannot be put 
into effect immediately or simultaneously in all provinces. We do not foresee 
the programme coming forth full-grown but rather as an orderly and well- 
planned series of steps which taken together will in a period of years accom- 
plish our objective. 

The first requirement is sufficient trained personnel. This demands 
crash programmes! to expand the educational and training facilities. These 
must be undertaken at once because it takes a period of years to qualify 
physicians, dentists, nurses, and others, and we must be ready to provide 
services to the expanding population of Canada which we: estimate will 
be 22,600,000 in 1971, 28,250,000 in 1981, and 35,100,000 in 1991.2 We 
cannot wait until we are overwhelmed before acting. | 

Quick action too should be taken in the field of mental illness and 
we have specific recommendations in this long neglected field. 

Retarded children and crippled children should be given high pri- 
ority.? Their parents must have the support of society as a whole. 

A programme to help the aged and the infirm can be put into oper- 
ation as we move forward in other fields. 

The unsatisfactory dental health of the nation and particularly of 
its children must be attended to as soon as personnel can be trained in 
one of these crash programmes. 

The burden of drug costs must be faced and redistributed. 

Research facilities must be provided and personnel trained and 
research fostered. 

While we are aware that shortages of physicians, dentists, nurses, 
and other paramedical personnel will make it difficult to establish the full 
Health Services Programme the Charter envisages, none the less the fact 
that there are shortages must not be used as an excuse to delay initiating 
programmes and plans. The various provinces should act promptly to 
co-operate with the Federal Government in planning and putting into 
operation the new medical schools, dental schools, nursing schools, and 
training institutes which are needed to overcome these shortages. 

All of these matters will require careful planning and the fullest 
co-operation at all levels of government and with the health professions. 
It follows that the advisory and planning councils we recommend in Chapter 
2 should be agreed upon and chosen following a Federal-Provincial Health 
Conference which we urge should be called within six months by the Federal 
Government. The responsibility for leadership must be accepted by the 





1QOur success with crash programmes during World War II shows that much can be 
accomplished when the will to do so exists. 


2See Chapter 4. 
3 See Chapter 2, Recommendation 200(c). 
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Federal Government and plans made so as to ensure that every phase of 
the development of the programme is consistent with its over-all objective. 
The unity of the programme and its application to all Canadians must be 
safeguarded. 

We do not suggest that the various provincial programmes be re- 
quired to conform to any rigid pattern, but to qualify for federal support 
they need to provide, in whatever manner may be chosen, universal coverage 
in the province regardless of age or condition, or ability to pay, upon 
uniform terms and conditions, and to adhere to the basic inclusive features 
of each of the programmes recommended. 
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Recommendations 


Our Terms of Reference required us in general “to recommend such 
measures, consistent with the constitutional division of legislative powers 
in Canada, as the Commissioners believe will ensure that the best possible 
health care is available to all Canadians”. 

In applying the principles which we have set forth in the Health 
Charter in Chapter 1, and after considering carefully the evidence presented 
to us, we have formulated a Health Services Programme as set out in 
Recommendation No. 1 on page 19. The details and methods of develop- 
ing this Programme are set out in the Recommendations Nos. 2 to 200 
under the following headings: 


I. Health Services 


. Health Services Programme: Principles and Policies (No. 1) 

. Mental Health, Alcoholism, and Drug Addiction (Nos. 2-28) 

. Medical Services (Nos. 29-38) 

. Dental Services (Nos. 39-57) | 

. Prescription Drug Services (Nos. 58-82) 

. Optical Services (Nos. 83-94) 

. Hospital Services (The Hospital Insurance and Diagnostic Services 
Act) (Nos. 95-112) 

8. Prosthetic Services and Appliances (Nos. 113-115) 

9. Home Care Services (Nos. 116-123) 
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II. Health Personnel, Facilities and Research 
10. Nurse Education and Recruitment (Nos. 124-139) 
11. Medical Education and Recruitment (Nos. 140-154) 
12. Dental Education and Recruitment (Nos. 155-173) 
13. Health Professions University Grant (No. 174) 
14. Health Facilities Development Fund (Nos. 175-176) 
15. Health Sciences Research Council (Nos. 177-185) 
16. Health Statistics (Nos. 186-189) 
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Il. Financing and Priorities 


17. Over-all Financing (Nos. 190-195) 
18. National Health Grants (Nos. 196-198) 
19. Priorities (Nos. 199-200). 


We conclude this chapter with a brief quantitative assessment of 
the health personnel, health capital, and health expenditures involved in 
undertaking the Health Services Programme which we envisage for Cana- 
dians for the period 1961 to 1991. 


I. HEALTH SERVICES 


1. Health Services Programme: Principles and Policies 


We have given careful consideration to the question of health 
services costs, and, as we see it, the problem facing the Canadian people 
is not solely the financing of physician services, but the full range of 
essential services—mental, medical, dental, hospital, pharmaceutical, nurs- 
ing, prosthetic, home care, and optical. On the basis of the evidence before 
us, we believe that government action is imperative, and that the nation’s 
resources should be mustered to establish universal, comprehensive health 
Services programmes in the ten provinces, the Yukon, and the Northwest 
Territories. 

However, we have had to recognize that it would be impossible to 
introduce immediately universal programmes for dental and optical services 
due to the shortage of personnel. We have, therefore, limited our recom- 
mendations in these two fields primarily, but not solely, to children’s pro- 
grammes. 

To meet the objectives stated, joint Federal-Provincial action on a 
broad health front is imperative. The case for such action is overwhelm- 
ing when we consider how far we are from where we might be. As indicated 
in Chapter 1, there is probably no other area of basic human need where 
our organizational and financial arrangements have fallen so far short 
in making available to all our people what science has discovered and pro- 
fessions know how to do. 

The course of action is clear. It is to extend the very successful 
pattern of joint Federal-Provincial co-operation in hospital services to bring 
all personal health services to the entire population. The comprehensive 
programme should be based on similar principles. It should be universal; 
it will require Federal financial assistance; health funds should be used not 
only to pay for services, but also to provide more resources and to improve 
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the quality of care given; wherever possible emphasis must be on preven- 
tion; and we must also give higher priorities to rehabilitation services so 
that individuals become self-supporting and families are restored to inde- 
pendence. Although we have come to the conclusion that Federal and 
Provincial governments must take the lead, it is essential that all the 
resources of voluntary agencies be co-ordinated in achieving the objective 
of “the best possible health care for all Canadians”. 


The Commission recommends: 


1. That the Federal Government enter into agreements with the prov- 
inces to provide grants on a fiscal need formula to assist the prov- 
inces to introduce and operate comprehensive, universal, provincial 
programmes of personal health services, with similar arrangements 
for the Yukon and the Northwest Territories. The programmes 
should consist of the following services, with the provinces exercising 
the right to determine the order of priority of each service and the 
timing of its introduction: 

Medical Services 

Dental Services, for children, expectant mothers, and public 
assistance recipients 

Prescription Drug Services 

Optical Services, for children and public assistance recipients 

Prosthetic Services 

Home Care Services 


In addition we propose a complete reorganization and reorientation 
of the mental health services and important changes in the Hospital 
Insurance Programme. | 
Although nursing services are not dealt with as a separate service, 
it is obvious that they constitute an important element in hospital 
and home care programmes. We believe it essential for the effective 
co-ordination of health resources that nursing be administered as 
an integral element of each of these services. 

In implementing these programmes, the Commission believes that the 
following principles and policies, consistent with the concepts and objectives 
set out in Chapter 1, should obtain: 

(1) The grants should be based, as in the case of the Hospital Insurance 
Programme, on actual costs of services, with incentives for economy, 
and there should be, as well, adjustment grants to take account of 
provincial fiscal need. 
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(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 
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The grants should also be designed to help bring the ratio of health 
personnel to population in all provinces up to an acceptable standard. 


Coverage of health services should be continuous with portability of 
benefits assured to individuals moving from province to province, 
and wherever the services are rendered.* 


The finances for the Programme must be sufficient to provide a high 
level of remuneration to health personnel, for the health professions 
must attract and retain a larger proportion of young people in the 
future than they have in the past. 


All administrative organization and procedures must be directed to 
maintaining and enhancing free, independent, and self-governing 
professions. 


As in the hospital insurance programmes, all personal health services 
should be universally available on uniform terms and conditions for 
all residents. 


Administration at the provincial level should be a Commission repre- 
sentative of the public, the health professions, and Government, and 
reporting to the Minister of Health, and it should also assume adminis- 
tration of the hospital insurance plan in the province. In a province 
where a voluntary prepayment agency operates, we recommend that 
such an agency may be used as the administrative vehicle augmented 
by additional representation of the public, the health professions and 
Government.” The Deputy Minister of Health should be, “ex-officio”, 
a member of the Commission and because of the inter-relation of 
health and welfare, the Deputy Minister of Welfare should also be a 
member, “ex-officio”. There should be committees representative of 
the various professions to advise on professional matters and the 
members of these committees as well as the professional members of 
the Commission should be appointed only after consultation with the 
respective professions. 


The Federal Government should share in the administrative costs of 
the Health Services Programme to a maximum not to exceed five per 
cent of its total contribution. 


There must be carefully designed statistical reporting on all services 
so that the programmes can be evaluated, their short-comings revealed, 
and new directions planned. 


* Federal and provincial authorities should study the question of coverage for 
Canadians serving abroad by Federal-Provincial agreement. ; 
*The Government of Manitoba, brief submitted to the Royal Commission on Health 
Services, Winnipeg, 1962, p. 11. 
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(10) Provision must be made at local, regional, provincial, and federal 
levels for representative Health Planning Councils to ensure demo- 
cratic participation in the setting of goals and objectives and the 
meeting of human needs. 

(11) The administration of health services for Indians and Eskimos should 
be entrusted to the provinces, and health services provided for them 
in the same manner and of the same quality as those enjoyed by 
other Canadians. 


2. Mental Health, Alcoholism, and Drug Addiction 


MENTAL HEALTH 


Of all the problems presented before the Commission, that which 
reflects the greatest public concern, apart from the financing of health serv- 
ices generally, is mental illness—case finding, diagnosis, treatment and 
rehabilitation. 

From the briefs and testimony presented to the Commission, two 
major conclusions can be reached. The first is that in the past general igno- 
rance on the part of society of the nature of mental illness has led to a 
“ghetto attitude’ towards those affected. Treatment of the mentally ill has 
been for too long characterized by callousness and neglect. The second con- 
clusion is that we are in the midst of a great period of transition, perhaps just 
at the beginning of that period, in which not only are public attitudes rapidly 
changing, but that very change is making positive action possible and the 
outlook for treatment results hopeful if not actually optimistic. 

The public interest manifested to the Commission was extraordinary. 
The concern of volunteers and professionals in such organizations as the 
Canadian Mental Health Association, the Canadian Association for Retarded 
Children and others was both admirable and encouraging. 

But despite all this evidence of positive change in public attitudes, it is 
not enough. The rate of change must be accelerated. There must be an 
immediate end to the distinction that some still make in attitudes towards 
those who are mentally ill and those who are physically ill. There must be 
developed an increasing awareness of the possibilities in improved treatment. 
There must be more wide-spread understanding of the tremendous cost to the 
economy and to society resulting from the lack of contribution of the men- 
tally ill and the length of their treatment.? 





It is estimated that some ten per cent of the population, or about 1.9 million 
persons, may be suffering from psychiatric and emotional disorders of varying degrees, with 
an average daily number of patients in institutions of about 69,000. See Chapter 5. 
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Only with strong public support that comes from such understanding 
will we be able to make the gains that now appear possible. We believe that, 
fortunately, the Canadian people are now ready and that the necessary public 
support will be forthcoming. 

The problem of mental disorder may be divided into two major cate- 
gories: (a) mental retardation or deficiency and (b) psychiatric illness. 

Unfortunately in many institutions insufficient effort has been made to 
separate what are essentially educational services for the mentally retarded on 
the one hand and health services for the mentally ill on the other. Nor has 
there been an adequate range of services available to either group. 


Personnel 


From an examination of the personnel resources for actively treating 
mental illness as distinct from our present pattern of providing largely custo- 
dial care, it is evident that there are serious shortages of psychiatrists, neu- 
rologists, clinical psychologists, psychiatric nurses, and psychiatric social 
workers. Since, in the treatment of mental illness, personnel are far more 
important than buildings and equipment, an all-out attack must be made on 
these shortages. 


The Commission recommends: 


2. That as part of a seven year crash programme, Professional Training 
Grants of $5,000 per year be made to medical graduates preparing 
for their specialist certificates in psychiatry, neuro-psychiatry, paedi- 
atric psychiatry, and neuro-surgery. 

3. That as part of the same crash programme, Professional Training 
Grants of $3,000 per year be made available to university graduates 
specializing in clinical psychology and psychiatric social work, and to 
registered nurses specializing in psychiatric nursing. 

4. That as part of the same crash programme, Professional Training 
Grants of $3,000 per year be made available to qualified university 
graduates in education for post-graduate work in _ psychology, 
especially in abnormal psychology, and for special work in teaching 
the mentally handicapped child. 


5. That medical schools be granted funds to conduct special courses 
in psychiatry for general practitioners and that the Provincial 
Colleges of Physicians and Surgeons and the College of General 
Practice give high priority to such courses in their programmes of 
continuing education. 
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But it is not only in personnel that mental health services are lacking. 
The major deficiency in dealing with mental disorder is in research. Although 
important work is going forward in a number of centres, much more needs to 
be done. Moreover, the Commission is convinced that not only do we 
need more research into the basic causes of mental illness; we need more 
critical evaluation of the effectiveness of the treatment programmes we now 
pursue. 


The Commission recommends: 


6. That increased public funds be made available through the Health 
Sciences Research Council and increased private funds be contributed 
to assist official and voluntary agencies and the universities to 
expand co-ordinated programmes of research into the causes of 
mental iliness and mental retardation as well as to evaluate com- 
munity programmes and present treatment services in these fields. 


The Mentally Retarded 


The mentally retarded can be grouped, roughly, in three categories: 
(1) the mildly retarded, with I.Q.’s ranging from 50 to 75, 
(2) the moderately retarded, with I.Q.’s ranging from 25 to 49, 
(3) the low grade mental defective, with I.Q.’s ranging below 25.1 


It is important to distinguish the emotionally disturbed intelligent 
child from the mentally retarded. Unfortunately, there is evidence that 
through lack of early or accurate diagnosis, the emotionally disturbed child 
and the child with defective vision or hearing are too often categorized as 
mentally retarded. It is imperative that community resources be increased 
to obtain early diagnosis because lack of proper treatment impairs the 
chances for rehabilitation. These resources include community mental 
health clinics, consulting psychologists in the school system, and psychiatric 
units in large paediatric hospitals or units. 

For too long mentally defective children have been segregated in 
large institutions, sometimes even housed with the adult psychotically ill. 
We believe that a more positive approach must be taken, following along 
the lines advocated by the Canadian Association for Retarded Children. 





1Canadian Association for Retarded Children, brief submitted to the Royal Commis- 
sion on Health Services, Toronto, May 1962, pp. 7 and 8. Other classifications of the mentally 
retarded are discussed in Chapter 8. 
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The Commission recommends: 


7. That in view of the extreme importance of early diagnosis of mental 
illness and especially mental retardation in children, e.g., as in the 
case of phenylketonuria, all children be examined shortly after 
birth.* 

8. That consulting clinical psychologists be appointed to all large urban 
school units and that health regions appoint clinical psychologists 
who will be available as consultants to schools in small towns and 
rural areas. 


9. That the majority of mentally retarded children, i.e., the mildly 
retarded, not be segregated in institutions but remain at home, in 
the community, and be educated in special classes in the regular 
school programme. 


10. That communities provide sheltered workshops where the mentally 
retarded may find employment after the school-leaving age. 


11. That the moderately retarded be trained in special nursery-type day 
schools, and at the young adult age be given employment, when 
possible, in sheltered workshops. 


12. That the wholly-dependent or low grade group be cared for at home 
if practicable and if the necessary home care services can be made 
available as a community service so that the parents or guardian 
may be assisted in providing constant care for the child. This should 
include separate nursery-type day care centres to which these children 
should be transported at public expense. If and when care at home 
becomes impracticable, the child should be transferred to a small 
hospital unit of not more than about 100 beds, located in the same 
general area, and cared for as part of the mental health programme. 


The Mentally IIl 


Treatment services for mental illness comprise a broad spectrum 
ranging from the family physician, clinical psychologist, psychiatrists, to 
community mental health clinics, psychiatric wards or wings in general 
hospitals, and the mental hospital. 

For our purposes it is important to note that some but not all 
medical care insurance plans pay for services by private psychiatrists, and that 
the national Hospital Insurance and Diagnostic Services programme shares 





*The implementation of this recommendation in the case of phenylketonuria would 
bring substantial savings in treatment costs of from 80 to 90 per cent. Further, about 100 
children annually would be saved from life-long suffering from mental retardation (see 
Transcript of evidence, Hearings, Vol. 5, November 1, 1961, pp. 1236 and 1237). 
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in the costs of hospitalizing patients in psychiatric units in general hospitals, 
but not in mental hospitals which, by and large, are financed wholly by 
provincial governments. 

The Commission has received numerous representations urging that 
the exclusion of “hospitals for the mentally ill” in the Hospital Insurance 
and Diagnostic Services Act be removed. Most provincial governments have 
urged this amendment since the first draft of the legislation appeared. 

This request, the Commission believes, touches the very core of 
mental illness treatment. The Commission takes the view that the financial 
provisions of the national Hospital Insurance and Diagnostic Services 
programme should be used in such a way as to improve this treatment. We 
believe that adequate treatment of mentally ill patients cannot be properly 
achieved in large, isolated, segregated, undifferentiated mental “asylums”. 
We believe that most mental illness requiring hospitalization at all should 
be treated in general hospitals, in special wings of them, or in small regional 
psychiatric hospitals of up to 300 beds adjoining a general hospital. We 
also believe that the costs of all such treatment for mental illness should be 
recognized as a shareable cost by the Federal Government. 

We believe that provinces should move with all due speed to remove 
all patients receiving or capable of receiving active care from mental hos- 
pitals and transfer them to general hospitals. 

But this will obviously require time. We believe it can be accomplished 
by 1973 if we begin immediately to build ‘additional psychiatric wings or units 
in most large general hospitals at the rate of approximately 1,300 beds per 
year, to reach a total by 1973 of about 14,000 such beds. 

With the accomplishment of this objective by 1973, we can expect 
that a much larger number of patients will be treated in a given number of 
beds because of the shorter length of stay. However, there will remain a 
large number of custodial patients, now in mental hospitals, who will not 
be transferred to active treatment, psychiatric hospitals or units. If possible, 
these patients should be moved to other appropriate facilities, some of which 
are available and others we recommend to be established. The Commission 
has noted with great admiration the work of many voluntary agencies in 
providing homes for the aged and believes that this is one of the most 
important projects that voluntary organizations might undertake. 


The Commission recommends: 


13. That the Hospital Construction Grant regulations under the Health 
Facilities Development Fund be amended immediately to provide 
one-half the cost of construction of psychiatric wards or wings in all 
general hospitals over 100 beds in size, or of small regional psychi- 
atric hospitals with up to 300 beds, adjacent to general hospitals, 
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15. 


16. 


17. 


18. 


19. 


20. 
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including the requisite out-patient facilities, and the small units for 
the mentally retarded. 


That federal and provincial authorities designate those wards of 
existing mental hospitals in which patients are clearly receiving active 
or convalescent care as a “hospital” or “facility” under the Hospital 
Insurance and Diagnostic Services Act, commencing January 1, 1965, 
so that these costs will be shared. | 


That the number of beds in the said ward or wards of each existing 
mental hospital so recognized be “reduced” by at least one-fourth, 
effective January 1, 1969, by at least one-half, effective January 1, 
1971, and by at least three-fourths, effective January 1, 1973, and 
that all such recognition be removed by December 31, 1974. 


That no grants be available for any new hospital for the mentally ill 
that is larger than 300 beds. 


That salaries or sessional fees for psychiatrists directmg these hos- 
pital wards or regional hospitals be accepted as a shareable cost 
under the Hospital Insurance and Diagnostic Services Act. 


That the psychiatric units, wings, or regional hospitals have organized 
out-patient departments, in-patient treatment and consultative service, 
twenty-four hour emergency service, and “day” and “night” care 
programmes. 


That each such unit develop a rehabilitative services properly staffed 
with psychiatric social workers and psychiatric nurses, and that this 
service be fully co-ordinated with other community health and welfare 
services. 


That the development of homes for the aged and domiciliary services 
and foster home services be accelerated and that these be co-ordinated 
with other geriatric services in the community. 


ALCOHOLISM 


The serious and growing problem of alcoholism requires special 


consideration. Although it is estimated that 2,000 out of every 100,000 
Canadians manifest an alcoholic problem, only a small percentage make use 
of the few, overly taxed facilities available. The Commission is greatly 
impressed by the work of voluntary organizations, and especially that of 
Alcoholics Anonymous. 


However, the problem of treatment, like mental illness itself, is 


exacerbated by our lack of knowledge of the causes of the disease and 
methods of prevention, as well as of the efficacy of present treatment methods. 
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Clearly, in addition to expansion of services there is urgent need for 


more fundamental research as well as evaluation. Since both the Federal 
and Provincial Governments derive substantial revenues from taxes on sales 
of alcoholic beverages, a much higher proportion of these revenues than is 
now allocated should be expended on research and evaluation. 


The Commission recommends: 


21. 


22. 


23. 


24. 


That provincial governments increase their grants to foundations 
of alcoholism research and treatment agencies and universities and 
that the Federal Government match their grants. Research should 
be expanded at all levels: biochemical, neuro-physiological, psycho- 
logical, and social. 


That professional personnel be given Professional Training Grants 
for advanced study at various alcoholism institutes. 


That special facilities be made available in general hospitals for 
handling the acute stages of patients’ specific episodes and for psychi- 
atric evaluation of the underlying causes. 


That specialized after-care services be developed and full advantage 
taken of other community services. 


DRUG ADDICTION 


Drug addiction is a symptom of an underlying personality disorder 


combined with the influences of the social environment. 


Because of the complex psycho-social background of the symptoms, 


treatment of drug addiction must proceed in a variety of ways. 


The Commission recommends: 


25% 


26. 


That psychiatric services in prisons and penitentiaries be improved 
to deal adequately with the problem of addiction and other psychiatric 
disorders. 


That at least one general hospital in the larger centres should have a 
non-penal unit for the withdrawal and treatment of addicts, and to 
which addicts may go voluntarily for help while withdrawing from 
their addiction. Some experimentation in the registration of addicts 
and in providing them with narcotics under strict medical and nar- 
cotic control supervision might be undertaken. This would remove 
the profit incentive from drug peddling. It is this profit motive which 
encourages the vicious drug trafficker to recruit mew addicts even 
among the high school population to maintain and expand his market. 
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He creates customers who must steal or turn to prostitution for the 
money needed to pay the exorbitant prices which prevail in the 
underworld. This social status forced on most drug addicts creates 
a secondary problem making withdrawal and reformation virtually 
impossible. 


27. That there be established a community after-care programme in those 
centres where such is needed and where they do not now exist. 


28. That substantial grants for research into the epidemiological and 
psycho-social aspects of addiction be made by the Health Sciences 
Research Council. 


3. Medical Services 


With almost the total population becoming entitled to prepaid hospital 
services, the next essential service to be organized is care provided by physi- 
cians and surgeons and some ancillary services all of which we refer to as 
“medical services”. 

It was evident in our hearings that by and large Canadians believe 
that they have been well served by their physicians and other health personnel. 
We heard the virtues of other programmes praised and we were asked to 
recommend for Canada systems and programmes which have worked well in 
other lands. We think we should state at the outset that it is our conclusion 
that the quality of medical services available to Canadians compares favour- 
ably with the standards prevailing in other advanced industrialized nations. 
It does not follow from this that there are no deficiencies. There are grave 
deficiencies; gaps that challenge the imagination, creative capacity and skills 
of a people emerging as an industrial leader among the nations of the free 
world. 

Although we agree with those who urged us to take cognizance of 
successful experience elsewhere in the world, which we have done, we do not 
believe that our deficiencies can be remedied by trying to transplant to Canada 
an entire programme or system, however well it may have worked elsewhere. 
Rather, we must develop here an indigenous programme that builds upon the 
resources we have and that accords with our traditions and the historical 
development of health services in Canada. This is fundamental in all our 
proposals. The capitation system of paying physicians in England, strongly 
recommended to us, is a case in point. After examining that system, we 
have concluded that it would be unworkable in Canada because it depends 
upon the historical division between general practitioners and specialists. 
Canada has not had the separation of general practice in the doctor’s “surgery” 
or home and the hospital-based specialist practice that prevails in England. 
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In Canada both the general practitioner and the specialist have always 
had a close hospital connection. The specialist has not been, as a rule, on 
hospital salary. Some practise both as specialists and general practitioners. 
This travelling of divergent paths for upwards of half a century has solidified 
customs and practices so different in Canada from those in England that it is 
now neither practical nor desirable to try to impose a capitation system on 
Canadian medicine. It works well in England. The profession there as a 
whole is satisfied and wants no major change.” It will be remembered that 
capitation already in use in England in the last century through the Friendly 
Societies was extended by Lloyd George’s Act of 1911 to cover the small wage 
earner, then a substantial segment of the population, became much broader in 
1931, and universal for the payment of general practitioners in 1948. It was 
a logical development in line with established custom and practice. 

The capitation system as practised in England is used in Holland but 
not in West Germany or Sweden, both of which use a basic fee-for-service 
plan. Capitation was used in Denmark until it was abolished in 1961 in favour 
of the fee-for-service system. Norway, Sweden, Switzerland, France and 
Australia are among the countries that operate principally on what is called 
the reimbursement system. With the exception of Norway, it appears to be 
a feature of most reimbursement systems of paying for medical services that 
no schedule of maximum fees is agreed with the profession. We do not 
believe that the reimbursement system could be transplanted into Canada any 
more successfully than the capitation system. Historically the fee-for-service 
system has become the method generally used in Canada. In recommending 
the use of the fee-for-service method in a health service for Canada, we wish 
to stress that it must be based on a schedule of maximum fees agreed to with 
the profession in each province and that medical services be paid for on such 
agreed schedules and not on any arbitrary percentage of the schedules. Extra 
billing would not be permitted. 

We believe that the procedures for the provision of medical services in 
Canada established by those medical care prepayment plans operating on a 
“service contract” basis have demonstrated their effectiveness and the pos- 
sibility of low cost administration. Their experience has enabled these plans 
to develop not only effective organization and efficient administration but 
also to evolve other features essential in the operation of a programme of 
this sort. Thus they have efficient systems for enrolling both groups and 


1 Another example of the different patterns of service is the fact that in England 
37 per cent of all deliveries occur outside the hospital compared with 2 per cent in Canada 
in 1962 (communication from Department of National Health and Welfare). 

2 Royal Commission on Doctors’ and Dentists’ Remuneration 1957-1960, London: Her 
Majesty’s Stationery Office, Cmnd. 939, 1960; and Medical Services Review Committee, A 
review of the Medical Services in Great Britain, London: Social Assay. 
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individuals, for processing and paying accounts, for record keeping, and for 
techniques to control over-utilization and over-servicing. However, deficiencies 
have become apparent in this type of contract in that many millions are 
excluded because of age, pre-existing physical or mental conditions or 
inability to pay the premiums. Then too, contracts are terminable at the 
option of the carrier and some provide for extra billing. Until the recent 
introduction of the extended health benefit plans as an alternative to the 
limited traditional coverage, these plans covered physicians’ services only. 

What we seek is a method that will provide everybody in Canada with 
comprehensive coverage regardless of age or state of health or ability to pay, 
upon uniform terms and conditions. We recommend that the medical services 
benefits come into effect only when provinces with approximately half of 
Canada’s population are ready to implement them, a condition similar to that 
prevailing at the introduction of the Hospital Insurance and Diagnostic 
Services Act. 

We do not believe, however, that all final answers have been found, 
and provision must be made for continuing experimentation and the intro- 
duction of new methods. There is a strong case for organization of medical 
(and hospital) services on a regional basis (e.g., the Swift Current Health 
Region) in order to facilitate such experimentation and variety. For example, 
although we have assumed that the basic method of payment for physicians 
and surgeons will be “fee-for-service”, other methods and combinations of 
methods should be tried, and adopted where they appear desirable. 

Again, the basic pattern for provision of medical (and dental) serv- 
ices will likely rest for some time on solo practitioners. Nevertheless we 
believe that the advantages of group practice so far outweigh the disadvantages 
that the programme should offer such inducements that a larger proportion 
of physicians and surgeons provide their services through group practice 
clinics. 

It may be argued that how medical personnel provide their personal 
services is strictly their own affair, but there are cogent reasons why this 
matter is also of interest to consumers and society as a whole. The first 
is the matter of quality, for it has been demonstrated beyond reasonable 
doubt that the team practice of medicine where there is continuing pro- 
fessional contact by a physician with his confréres does tend to improve 
quality. Moreover, the group practice of medicine brings together physicians, 
often of diverse and highly developed skills, and the necessary supporting 
auxiliary workers and technical equipment necessary for the modern practice 


1 As in frontier or ‘‘under-doctored” areas. 
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of medicine. The concentration of the equipment and auxiliary workers 
results in their more efficient use. This, together with the fact that physicians 
can assume responsibility for more patients than in solo practice, results 
in lower unit costs for higher quality care. The consumer has, therefore, 
an interest in economy because it is he who foots the bill. The society has 
an interest because group practice raises productivity. 

We believe that long-term loans at reasonable rates should be made 
available for the development of group practice facilities, and that provision 
might be made for accelerated depreciation of capital expenditures for 
income tax purposes. We believe also that subsidies should be available 
for small group practice clinics in rural areas so that health personnel 
(and their patients) may obtain some of the advantages available or becom- 
ing available to urban residents. Subsidies may be of different kinds: basic 
salary, office accommodation, residence, transportation, or others. 

One further problem requires some comment. We have affirmed 
our belief in free self-governing professions. Certain licensing and dis- 
ciplinary functions are exercised by Provincial Colleges of Physicians and 
Surgeons. These provincial colleges derive their authority from provincial 
legislatures and act as an arm of government in the spheres of activity 
allotted to them. In some provinces the functions of the Provincial Colleges 
of Physicians and Surgeons are not clearly separated from those of the 
provincial division of the Canadian Medical Association, the voluntary 
body concerned with the common interests of its members and such matters 
as public relations. We believe that the provincial colleges should be 
clearly separated from the voluntary association or associations, and we 
also believe that the disciplinary powers of the provincial colleges ought 
to be extended so that they may have the authority to ensure that all medical 
and surgical practice is of high quality. 


The Commission recommends: 


29. That henceforth all discrimination in the distinction between physical 
and mental illness in the organization and provision of services for 
their treatment, and the attitudes upon which these discriminations 
are based be disavowed for all time as unworthy and unscientific.! 


1 Acceptance of this key principle apparently continues to elude the insurance industry 
as is indicated in the submission of spokesmen for the Canadian Health Insurance Association 
to the Medical Services Insurance Enquiry of the Province of Ontario, given at Toronto, 
January 29, 1964 (Proceedings, pages 1141 and 1142), adhering to the position taken by the 
Association before us at Toronto on May 16, 1962 (Proceedings, Volume 54, pages 10264- 
10269). 
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30. That the medical services benefit include the services of general 
practitioners and specialists, provided in the office, hospital, patient's 
home, and group practice clinic. 


The medical services benefit should incorporate the following insured 
services: 


(a) 


(b) 


(c) 


(d) 
(e) 


(f) 


(g) 


(h) 


medical services—the diagnosis and treatment of all physical 
and psychiatric conditions including mental retardation; 


surgical services—diagnosis, pre-operative care and treatment, 
surgical procedures and post-operative care rendered to a per- 
son requiring or receiving a surgical operation or procedure, 
including the services of a surgical assistant where required by 
the nature of the procedure; 


maternity services—obstetrical care, including pre-natal and 
post-natal care and attendance at confinement; 


new-born care—routine care of the new-born; 


specialist services—all services provided by a physician who 
is a specialist, and psychodiagnostic and psychotherapeutic serv- 
ices rendered by a properly qualified psychologist with special 
training in these areas; 
anaesthesia—the administration of anaesthetics including: 
(i) anaesthesia for diagnostic, surgical and other procedures; 
(ii) obstetrical anaesthesia; 
(iii) dental anaesthesia in hospital; 
(iv) dental anaesthesia in dental surgeries where rendered by a 
physician; 
X-ray, laboratory and other diagnostic procedures, including 
interpretations; 
preventive medical services: 
(i) inoculations and vaccinations where those services are not 
provided through a government agency; 
(ii) periodic physical examinations, but not including examina- 
tions for the purpose of marriage, insurance or employment, 
or at the request of a third party; 


(i) blood transfusions as required;1 





1See discussion of Red Cross Blood Transfusion Service in Chapter 8. 
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(j) dental services where provided by a dentist in conjunction with 
maxillo-facial surgery;' 


(k) prosthetic and orthotic devices, appliances, or aids when pre- 
scribed; 


(1) physiotherapy where provided by a physical therapist upon the 
order of a physician; 


(m) podiatric and chiropractic treatment when prescribed by a phy- 
sician; 

(n) ambulance services and similar forms of transportation of pa- 
tients, except as may be designated as part of any other health 
service benefit; 


(0) any other services specified by a Federal-Provincial agreement. 


The following services should not be included as insured services: 


(a) services received by a beneficiary under provincial Workmen’s 
Compensation legislation; 


(b) services received by a beneficiary under other provincial 
legislation; 


(c) services received by a beneficiary under other federal legislation; 


(d) services rendered by a physician pursuant to an arrangement for 
rendering services to the employees of an employer or to mem- 
bers of an association; 


1We have noted the submission made by the Royal College of Dental Surgeons of 
Ontario and The Ontario Dental Association to the Medical Services Insurance Enquiry in 
connection with Bill 163, An Act Respecting Medical Services Insurance, that ‘there are 
many services residing within the legal and academic competence of dentists which are 
frequently rendered by physicians”. The point was made that a plan which would entitle 
the beneficiaries to such “services when they are performed by a physician, but would 
deny entitlement for the same services when they are performed by a dentist”, would be 
“both unjust and discriminatory”. (Brief reprinted, The Ontario Dental Association Journal, 
Toronto: January 1964, Vol. 41, p. 7.) 

There are two reasons for limiting our recommendations above to include in the 
first instance only dental services where provided by a dentist in conjunction with maxillo- 
facial surgery. The first is the extremely limited supply of dental specialists trained in oral 
surgery and the high priority we attach to the children’s dental programme which is likely 
to make substantial demands on the comparatively small number of dental oral surgeons 
practising in Canada. 

The second reason is the difficulty of defining for administrative purposes dental oral 
surgery without opening the way to claims for all tooth extractions and similar work done by 
dental oral surgeons. Overcoming the shortage of dental oral surgeons and the administrative 
problems involved will take time and effort. This is an area where further exploratory work 
should be undertaken on a co-operative basis between governments, the dental profession and 
other interested groups with a view to resolving the problems encountered in this specialized 
field. Payments to dental oral surgeons could then be made for specified services as may be 
provided under Federal-Provincial agreements. (See Recommendation 30 (0) above.) 

2 These would include all forms of bracing, including corrective splints and boots made 
specially on prescription for persons for whom standard footwear is inadequate. (See also 
Recommendation 113.) 
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31. 


32. 


33. 


34. 


35. 


36. 


Sie 


38. 
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(e) travelling by a physician except under circumstances specified 
by a Federal-Provincial agreement. 


That the basic method of paying for medical services provided by 
physicians in private practice be fee-for-service, and that other meth- 
ods and combinations of methods be experimented with and adopted 
where they are agreed upon as being more suitable. 


That the schedule of maximum fees or other payments should be that 
negotiated between the medical association and the respective provin- 
cial administrative agency without extra billing. Provincial legislation 
should provide for an appeal procedure in the event of disagreement. 


That subsidies chargeable to the Health Services Programme be used 
to attract physicians to rural areas. 


That loans be made available under the National Housing Act for 
financing facilities for “group practice clinics” on the basis of terms as 
provided for new houses. 


That the capital cost allowance provisions governing the construction 
and equipping of group practice clinics be amended to permit capital 
costs to be written off at twice the rate permitted under present 
regulations. 


That in order to provide the best possible health care under the 
circumstances to residents of isolated, northern and other regions, 
special services be made available including air ambulance, two- 
way radio communication, additional nursing stations and medicine 
depots.+ 


That the medical services benefits shall not come into effect until two 
or more provinces containing approximately one-half the population 
of Canada have entered into an agreement to provide the medical 
service benefits and the provincial law in relation thereto is in force. 


That in all provinces the College of Physicians and Surgeons be 
separately organized from the provincial division of the Canadian 
Medical Association and that the power of all provincial medical 
licensing agencies be extended to give them sufficient authority to 
ensure that medical and surgical practice is of high quality. 


1We are greatly concerned with the need for providing health services, the best 
possible under the circumstances, to the people in the sparsely settled rural and remote 
areas of this country, particularly the northern regions. Impressive progress has been made 
by federal, provincial, religious and other voluntary agencies against the hazards of a for- 
bidding geography and climate, but much more remains to be done. In these areas we 
have to take into account the rapidly changing technology of travel and communications. 
At present we envisage that two-way radio communications accessible to residents of these 
areas would enable them and the public health nurse to consult or call a physician at a 
base point. (See Chapter 13.) 
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4, Dental Services 


As the evidence in Chapter 13 indicates, the shortage of dentists in 
Canada is so acute that, however desirable and necessary it may be, it is 
impossible to think at the present time in terms of a programme of dental 
services for the entire population. In fact, so serious is the shortage that we 
recognize that the proposals we are about to make will be difficult to achieve. 
Nevertheless, we believe it imperative to make a beginning and that begin- 
ning should start with the new generation. 


ORGANIZED PROGRAMME FOR CHILDREN 


There should be introduced as quickly as organization and recruit- 
ment can be accomplished a dental programme for children using the 
services of dentists and dental auxiliaries. In the first year, say, 1968, all 
children aged five and six would be entitled to dental examination and 
restorative services, including, where necessary, referral to orthodontic and 
other specialists. In the second year, 1969, all children aged four, five, six 
and seven would be entitled to services, and in the third year, 1970, all 
children from three to eight. In each of the following years a succeeding 
single year age group should be added.! By 1980, all children up to the age 
of 18 would be entitled to services and all children then 18 would have had 
regular dental care throughout their formative years.2 We should like to see 
the children’s programme introduced in all provinces simultaneously so that 
children moving from one province to another do not lose continuity of 
service. In addition, any province that has the resources should be encouraged 
to accelerate the programme. 

We have no illusions about the difficulties and problems that this 
decision will create. Financial resources must be made available to attract 
dental personnel into this programme on a large scale. 

Furthermore, we are aware of the problems created by the necessity 
to exclude from the programme older children in the same family in which a 
younger child is entitled to services under the programme. For this reason 
we believe that the programme must be financed solely from Federal and 
Provincial general funds. That means there must be no specific “premium” 
for this programme. We also believe this programme to be so important that 
it cannot await Federal Government and Provincial Government decisions on 
the comprehensive health programme as a whole and of which this benefit 
might be considered a part. This programme must have one of the highest 
priorities among all our proposals. 


1This phasing is similar to the suggestion of the Canadian Dental Association in their 
brief submitted to the Royal Commission on Health Services, Ottawa, 1962, pp. 42-44. 
2See Chapter 13 for a discussion of utilization of this service. 
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If the dental resources of the nation have been expanded as we 


recommend, it may be possible to consider in the nineteen eighties a general 
dental programme for the adult population based on appropriate arrange- 
ments with all dentists in private practice. 


The Commission recommends: 


39. 


40. 


41. 


42. 


43. 


That the National Health Grants Programme be expanded to include 
a Children’s Dental Health Grant to provinces to provide for dental 
services for children aged five and six years, in the first year, 
children aged four to seven in the second year, children aged three 
to eight in the third year, with the succeeding one-year age group 
to be added each subsequent year; the grant to be large enough to 
make provision each year for at least two examinations and the 
evident mecessary care for each child. 


That a Dental Construction and Equipment Grant be established 
under the Health Facilities Development Fund to provide funds for 
dental clinic facilities in hospitals, public health centres, schools, or 
other health facilities, for the purpose of the recommended pro- 
gramme and, where necessary, equipment for travelling dental clinics, 
the Federal share to be 75 per cent of the cost to 1969, and 50 per 
cent thereafter. 


That the Federal Government provide matching funds under the 
National Health Grants Programme to meet the costs of the pro- 
gramme, including the employment of dentists on either a full-time or 
sessional basis to direct the work of the clinics and provide continuing 
supervision of the dental auxiliaries, the employment of dental auxil- 
iaries, the costs of referrals to specialists, and the operating costs of 
clinics, including transportation of personnel and equipment to out- 
lying centres. In areas where none of the above-mentioned arrange- 
ments is feasible, special arrangements should be made with dentists 
in private practice. The remuneration for dentists in this programme 
as in all other programmes employing dentists should be competitive 
with incomes in private practice. 


That dental public health educational programmes be organized and 
actively promoted im all health regions or units in the nation. 


That the Health Sciences Research Council establish, as part of a 
continuing system of health statistics in Canada, a dental health survey 
including the maintenance of the dental health index established by 
the Canadian Dental Association. 
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44. That special consideration be given to the dental requirements of 
children suffering from physical or mental handicaps and the frequent 
need to admit them to hospital in order to provide essential dental 
treatment. 


FLUORIDATION 


As recommended above, a dental programme for children must 
proceed with all due speed. But, as we have indicated, dental personnel are 
in such short supply that we will not in our generation have sufficient dental 
resources to meet our total needs. The only possible effective solution is to 
reduce our needs, as well as to enhance our resources. Fortunately, the now 
proven method of fluoridation by the use of a controlled quantity of fluoride 
in community water resources goes beyond a remedy; it does more by pre- 
venting a high proportion of dental caries ever appearing at all. We have 
heard the evidence of the dental profession, and we have examined other 
evidence including the thorough and factual report of the Ontario Com- 
mittee on Fluoridation.1 The evidence, now garnered over 30 years is that 
the technique of fluoridation properly controlled is effective, inexpensive and 
safe. Wherever it has been adopted? the savings in dental costs have been 
impressive; and the reduction of human suffering equally great. 


The Commission recommends: 


45. That every community water system in Canada be immediately 
equipped to provide, and does provide, the approved level of fluoride. 


46. That the Federal Government provide under the Health Facilities 
Development Fund a grant to the provinces of 75 per cent of the 
cost of equipment and installation for fluoridating community water 
supplies. 


47. That the Health Sciences Research Council provide for research and 
evaluation studies for the purpose of assessing the efficacy of fluorida- 
tion and the Children’s Dental Programme. 


48. That the Federal Government immediately provide for fluoridation of 
all water supplies in areas or institutions under its jurisdiction, viz., 
the territories, the armed forces establishments where children are 
located, and the like. 





Report of the Committee Appointed to Inquire Into and Report Upon the Fluorida- 
tion of Municipal Water Supplies, Toronto, 1961. 

?In Canada, in 1963, about 3,800,000 persons or 20 per cent of the population had 
mechanically fluoridated water (see House of Commons Debates, Ottawa, March 23, 1964, 
p;, P333). 
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49, That in rural areas where community water systems are non-existent 
the public health authorities adopt means for meeting fluoride needs." 


MATERNAL DENTAL HEALTH PROGRAMME 


There is a third area in which we believe there is an over-riding public 
interest. It is the dental health of expectant mothers. The high incidence of 
dental defects among expectant mothers is well known. The Commission 
believes that as soon as dental manpower resources have been increased by 
the establishment of additional dental schools, this group in the population 
should receive special consideration. 


The Commission recommends: 


50. That a programme of dental services for expectant mothers, with 
services provided by dentists in private practice, be introduced as a 
benefit of the Health Services Programme in 1971, or as soon there- 
after as it is deemed that dental manpower resources are adequate 
to meet the needs. 


DISTRIBUTION OF DENTISTS 


Apart from the general shortage of dentists in Canada, the most | 
serious problems arise from the acute shortage in small towns, villages and 
rural areas. It is essential that provincial health departments and health 
regions combine resources to offer special subsidies to attract dentists to these 
areas. Subsidies may be of different kinds: basic salary, office accommoda- 
tion, travelling clinic equipment, residence, transportation, or others. 


The Commission recommends: 


51. That subsidies chargeable to the Children’s Dental Health Programme 
Grant be used to attract dentists to rural areas, and that in areas with 
populations too scattered to warrant resident dentists, arrangements 
be made for travelling dental clinics, and that special inducements 
be offered to attract dental specialists to medium sized centres. 


DENTAL SERVICES FOR WELFARE RECIPIENTS 


A number of provinces have met the problem of dental need for 
welfare recipients by introducing a dental welfare services programme. The 
recipient is entitled to services (including, where necessary, the provision 
of dentures) from a hospital out-patient department or public health dental 
clinic or a dentist in private practice at either no cost or only part of the 


* The Commission recognizes that presently known alternative means are both more 
expensive and less effective than fluoridating the community water supply. 
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normal fee. We believe that such programmes should be introduced by all 
provinces and that federal subsidy of 50 per cent, as with other forms of 
public assistance, should be granted, provided that the provinces take 
appropriate safeguards to assure the standards of service provided. 


The Commission recommends: 


52. That all provinces introduce programmes of adequate dental services 
for all recipients of public assistance and their dependants. 


53. That the Federal Government contribute one-half the cost of such 
programmes under the Health Services Programme. 


HOSPITAL DENTAL DEPARTMENTS 


Experience in certain hospitals in Canada and in other countries makes 
evident the important advantages to certain patients if their dental require- 
ments can be met in hospital. Among these are patients requiring multiple 
extractions under general anaesthesia, the treatment of severe infections of 
the mouth and jaws, the management of complicated fractures, as well as 
patients who are physically and mentally handicapped. There are important 
advances to be made through a team approach of an oral surgeon, ortho- 
dontist, and medical and/or dental specialists and paramedical personnel. 
The Commission is convinced that all major hospitals not having yet done so 
should now establish Departments of Dentistry. 


The Commission recommends: 


54. That all major general hospitals proceed as soon as possible to estab- 
lish and equip a Department of Dentistry, providing both in-patient 
and out-patient services. 

55. That a Chief of the Dental Service be appointed in such hospitals. 

56. That qualified dentists be appointed to the hospital staff. 


57. That centres for treatment of cleft palate cases be established in 
children’s hospitals and in general hospitals where adequate paediatric 
and associated services are available. 


5. Prescription Drug Services 


In view of the high costs of many of the new life-saving, life-sustaining, 
pain-killing, and disease-preventing drugs, the Commission has concluded that 
prescribed drugs” should be introduced as a benefit of the Health Services 





1 See Canadian Dental Association, op. cit., p. 59. 
? Drugs prescribed by licensed medical practitioners. 
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Programme. Again, the decisions respecting the scope and priority of this 
benefit would be made by the provinces, but its authorization should be an 
early objective of the Canadian Parliament. 

Few aspects of health services have generated so much public interest 
and concern as that now directed toward drugs and the drug manufacturing 
and distributing industries. In view of the official investigations undertaken 
and being launched, the Commission has not itself conducted a detailed 
examination of the industry. It has had available to it, however, a large num- 
ber of important studies, and legislative hearings, as well as extensive sub- 
missions.! All of these underscore both the complexity of the problem and 
the necessity for solutions that enable essential drugs to be readily available 
and at reasonable cost. It is no accident that the public interest has increased 
in direct relationship to the efficacy of drug therapy and the high cost of 
many of the most effective drugs. Expenditures on all drugs are equivalent 
to 95 per cent of the outlay on physicians’ services with prescribed drugs 
representing about 43 per cent of medical expenditures.” 

Although we accept that the manufacture and distribution of drugs in 
this country is a private enterprise venture, we have no hesitation in stating 
that the public interest is dominant. When we speak of the availability of a 
large number of specific drugs, we are talking in terms of lives and the health 
of people. 

Either the industry will itself make these drugs available at the lowest 
possible cost, or it will be necessary for agencies and devices of government 
to do so. We must not confuse the distribution of essential drugs with the 
distribution of cosmetics and sundries. 


1 Director of Investigation and Research Combines Investigation Act, Material Collected 
for Submission to the Restrictive Trade Practices Commission in the Course of an Inquiry 
under Section 42 of the Combines Investigation Act, Relating to The Manufacture, Distribution 
and Sale of Drugs, Ottawa: Department of Justice, 1961. 

Restrictive Trade Practices Commission, Report Concerning the Manufacture, Distribu- 
tion and Sale of Drugs, Ottawa: Queen’s Printer, 1963. 

Ontario Legislature, Select Committee to Inquire into Matters Pertaining to the Cost 
of Drugs, Proceedings of Hearings of Select Committee on Drugs, Toronto, June 1960. 

Restrictive Trade Practices Commission, Hearings in the Matter of An Inquiry under 
Section 42 of the Combines Investigation Act Relating to the Manufacture, Distribution and 
Sale of Drugs, 1961. 

The Manitoba Pharmaceutical Association and The Government of Manitoba, Report 
of the Joint Committee on the Retail Structure of Drug Prices in Manitoba, Winnipeg 1961. 

Drug Industry Antitrust Act, Hearings before the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary United States Senate, Eighty-Seventh Congress, 
First Session, (S. Res. 52 on S. 1552), Washington; U.S. Government Printing Office, 1961. 

House of Commons, Special Committee on Food and Drugs, Proceedings No. 1; Minutes 
of Proceedings and Evidence, Nos. 2-4, Dec. 1962-Feb. 1963, Ottawa: Queen’s Printer, 1963. 

The Canadian Pharmaceutical Association, Inc., the Canadian Pharmaceutical Manu- 
facturers Association, The Government of Manitoba, the Government of the Province of 
Alberta, and others, briefs submitted to the Royal Commission on Health Services. 

? Data relate to 1961, see Chapter 9. 
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Both the Federal and the Provincial Governments will undoubtedly 
have to make a multi-pronged approach in reducing costs of distribution, and 
some of these steps need not await the introduction of drugs as a benefit under 
the Health Services Programme. 

In the administration of the programme it will be necessary for Health 
Services Commissions and the respective provincial pharmaceutical associa- 
tions to agree upon a standard price and fee schedule for all prescriptions. 
Further, the Commission considers it highly desirable that a contributory 
payment should be made by the purchaser for each prescription, and sug- 
gests that the amount should be $1.00 per prescription. If the retailer wishes 
to reduce the standard price of the prescription, with the purchaser’s con- 
tribution being reduced by that amount, he should be free to do so. 

Our recommendations with respect to drugs also include some sug- 
gestions that need not await the introduction of the drug benefit for their 
implementation and consequent effect.? 


The Commission recommends: 


58. That the Federal Government contribute grants to the provinces (50 
per cent of the cost of the programme) for the purpose of introducing 
a Prescription Drug Benefit within the Health Services Programme. 


59. That in the provision of the drug benefit, there should be required 
a $1.00 contributory payment by the purchaser for each prescrip- 
tion, subject to such discount as the retailer may offer. This charge 
should not be applied to drugs required for long-term therapy. 


60. That the programme should cover such quantities of drugs for each 
prescription as are required by good medical practice taking into 
account the need for flexibility to assure an adequate but not wasteful 
supply. Further, prescribing practices should be reviewed periodically 
to ascertain whether and to what extent any over-prescribing of 
pharmaceuticals takes place, followed by appropriate changes in the 
regulations covering quantities of drugs paid for under the programme. 


61. That the functions of the Drug Advisory Committee which is respon- 
sible for advising the Department of National Health and Welfare be 
expanded, and its membership enlarged to include representatives of 
the Canadian Medical Association, lAssociation des médecins de 
langue francaise du Canada, the Canadian Pharmaceutical Associa- 
tion, the Canadian Hospital Association, the provincial Schools of 
Pharmacy, the provincial Colleges of Pharmacists, and the provincial 
Departments of Health. 





ie 1The evidence on which our recommendations are based is reviewed in Chapters 9, 
and 17. 
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63. 


64. 


65. 


66. 


67. 
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That the Food and Drug Directorate, with the assistance of the Ad- 
visory Committee, prepare and issue a National Drug Formulary 
which would be maintained on a current basis. This Formulary would 
include only those drugs which meet the specifications of the Direc- 
torate, and would be identified as such, and therefore eligible for 
inclusion in the Prescription Drug Benefit, one of the objects being 
to minimize the cost of prescribed drugs. There should be established 
an appeals procedure for dealing with rejected applications, and an 
Information Service which would issue periodic bulletins providing 
the latest information on drugs and drug therapy to physicians, 
pharmacists, and hospitals. 


That the budget of the Food and Drug Directorate of the Department 
of National Health and Welfare be increased to enable it to recruit 
and train the personnel necessary to fulfil the additional functions 
and responsibilities that it is essential for it to assume. 


That in the application of the provisions of the Corporation Income 
Tax Act to manufacturers, importers, and distributors of drugs, con- 
sideration should be given to establishing a maximum of 15 per cent 
of total sales as the allowable deductible expense for advertising, 
sales promotion, “detail men”, and other similar items.” | 


That the federal sales tax be removed from all drugs listed in the 
Formulary. 


That Section 19 of the Patent Act extending the right of the Crown 
in the name of the Government of Canada to use patented inventions 
“paying to the patentee such sum as the Commissioner reports to be 
a reasonable compensation for the use thereof” be expanded to 
include provincial governments and their agencies. 


That Section 41(3) of the Patent Act be amended to extend com- 
pulsory licensing to include the licensing of imports. The quality of 
such imported drugs should be assured by: 


(a) requiring examination to ensure that they meet the specifications 
of the Food and Drug Directorate, and 


(b) continuous checks of quantities imported. 





1See Chapter 16. 
2? This recommendation differs from that of the Restrictive Trade Practices Commis- 


sion for two reasons: 


(1) The drug industry is different from other industries in that its products are 


essential for health and, indeed, life. 


(2) The great bulk of production of drugs for Canadian consumption is produced 


by non-Canadian companies. 
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68. That the Federal Government consider delaying for five years a 
decision to implement the recommendation of the Restrictive Trade 
Practices Commission that patents on drugs be abolished, in order to 
ascertain whether the alternatives recommended above achieve the 
same results. 


69. That provisions and administration of procedures with respect to 
granting of compulsory licences by the Commissioner of Patents be 
revised to remove unnecessary delays with respect to a decision to 
grant.’ Provision should be made to establish a standard royalty pay- 
ment comprising a fixed fee on application and a percentage of sales 
over the period of the licence to speed up proceedings and to 
encourage responsible applicants.” 


70. That the Trade-marks Act should be amended (Section 20) to make 
clear that no infringement can be claimed where imported drugs are 
manufactured by a “related” company. 


71. That the Canadian Tariff Board be requested to review tariffs on 
drugs with a view to establishing which tariff should be reduced or 
abolished covering imported drugs included in the National Formulary. 


72. That in the administration of “anti-dumping” regulations in respect 
to drugs, the Minister of National Revenue be given discretion to 
establish “market value” at lower levels® than that resulting from 
present practice to contribute to a reduction of drug prices. 


73. That the Government of Canada, assisted by the Drug Advisory 
Committee, sponsor jointly with the drug industry and such provincial 
governments as wish to participate, a study of the feasibility of a 
voluntary drug price restraint programme for Canada, for implemen- 
tation on a trial basis for a period of five years. 


74. That provincial governments consider legislation enabling pharmacists 
in the dispensing of prescriptions to use a drug or drug combination 


1This is an endorsement of a recommendation of the Royal Commission on Patents, 
Copyright and Industrial Designs, and of the Restrictive Trade Practices Commission. 

2A recent order of the Federal Trade Commission in the United States removing 
unlawful restraints on trade in the formulation and sale of tetracycline provides for com- 
pulsory licensing of all domestic applicants under the patents in question whereby all 
applicants may be required to pay $2,500 upon being issued a licence, which amount is 
to be applied against future royalties which are not to exceed 23 per cent of licencees’ net 
sales of tetracycline. Commerce Clearing House, Inc., Trade Regulation Reporter, Washington, 
D.C., 1964, p. 21,600. 

® The Restrictive Trade Practices Commission reported ‘“‘...that, with respect to ethical 
drugs and more especially antibiotics and tranquillizers, the dumping duty rules may sometimes 
operate to increase the costs of some Canadian importers without giving any substantial protec- 
tion to Canadian manufacturers.” Restrictive Trade Practices Commission, op. cit., p. 507. 
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that is the non-proprietary name equivalent of that named in the pre- 
scription unless the physician specifically indicates otherwise.' 


That educational programmes be conducted by the Food and Drug 
Directorate, the medical and pharmaceutical professions, and the 
provincial health service agencies to create greater understanding 
and co-operation between practitioners and pharmacists concerning 
the cost of drugs, and their prescription by proper names whenever 
possible. 


That universities through their faculties of medicine and pharmacy 
strengthen their courses in pharmacology taken by medical students, 
by providing instruction in the economics of prescribing, including 
examination of comparative costs of drugs with similar therapeutic 
quality and efficacy; by short refresher courses dealing with pharma- 
cology for physicians; and by extension work with medical practi- 
tioners in such fields as evaluation and therapeutics. 


That the Federal Government centralize all its drug purchases in one 
agency. 


That provinces be encouraged to adopt bulk-purchasing of drugs for 
all hospitals and public agencies, and that all tenders for drugs 
should be based, whenever possible, on specifications of the ingredients 
of the pharmaceutical. 


That hospital pharmacies under the direction of a licensed pharmacist 
be permitted to provide narcotics and control drugs on prescription 
under the Food and Drug Act and the Narcotics Control Act. 


That the Federal Government expand considerably research grants 
by the Health Sciences Research Council to universities and 
non-professional institutions to encourage the development of new 
drugs and/or improvement of existing drugs in Canada. In case of 
patentable discoveries these should be vested in the Crown. 


That the Research and Statistics Division of the Department of 

National Health and Welfare undertake continuing cost-price analyses 

of drugs and periodically publish the results. Such studies would: 

(a) assist in the compulsory licensing under the Patent Act of drugs 
to be manufactured in Canada, 

(b) assist in the compulsory licensing of drugs to be imported into 
Canada, 


(c) assist in the review of tariff items on drugs, undertaken by the 
Canadian Tariff Board, 


1 Similar to legislation presently in effect in Alberta, Chapter 16. 
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(d) assist the Director of Investigation and Research under the Com- 
bines Act, 


(e) assist public agencies at the federal and provincial level in calling 
for tenders for drugs, 


(f) assist the Federal and Provincial Governments in formulating 
fiscal and procurement policies concerning drugs, 


(g) assist drug manufacturers and drug distributors in examining 
their relative cost position and facilitate increasing competition 
where appropriate, 


(h) assist the general public m acquiring an understanding of the 
various factors entering into drug costs and drug prices. 


82. That the Research and Statistics Division of the Department of 
National Health and Welfare and the Dominion Bureau of Statistics 
co-operate in developing more comprehensive and up-to-date statistics | 
relating to the supply costs of, and expenditures on, drugs covering 
both prescribed and non-prescribed pharmaceuticals. 


6. Optical Services 


The problem of visual deficiency is one of our most prevalent health 
defects. It is most serious among the aged, but failure to recognize and to 
correct visual deficiency early in children can adversely affect the course of 
their lives. 

A decision to introduce an extensive public programme of eye 
care services at a specific point in time must take account of the stage 
of development of the technology (i.e., the body of scientific knowledge 
and the instruments) and of the resources and qualifications of professional 
personnel for diagnosis and treatment. 

In the historical development of eye services the determination of 
the presence of refractive errors and their correction by the use of glasses 
can be said to represent a first stage. In fact, self-service in the provision 
of glasses still exists since they can be bought in retail stores even now 
and the itinerant peddler of glasses is within the memory of many. 

The technique of refraction by a trained “refractionist” which permits 
a scientific measurement of refractive error and therefore the prescription 
of accurately correcting lenses represents a more advanced stage. And for 
the majority of people needing glasses this limited procedure may be satis- 
factory because the eye is healthy. 

The third stage of technology is that of diagnosis of pathological 
conditions and other abnormalities that may or may not be related to 
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refractive error or which may, in fact, actually reveal pathological condi- 
tions elsewhere than in the eye to be treated by medical and surgical 
procedures. 

It is in this third stage that the greatest advances have been 
recently made, both in diagnosis and in treatment, and it can be assumed 
that with continuing research and experimentation this body of knowledge 
and range of skills will become even greater. The essential point here is 
that the gap between the technology of stage two and of stage three will 
become increasingly larger in the future. 

The significance of this widening gap is that each of these two last 
stages of technology is represented by a separate group of practitioners. 


(1) The ophthalmologists, who are medical specialists, qualified not only 
to diagnose disorders of vision by means of refraction and prescribe 
spectacles but, more important, qualified also to diagnose and treat 
medically and surgically diseases and other defects of the eye. 

The medically qualified group in Canada totals approximately 600 
and includes three categories: 
(a) ophthalmologists, who specialize in eye care, and whose train- 
ing requires 10 to 11 years; 


(b) a group of ophthalmologists who are also qualified as rhino- 


otolaryngologists (ear, nose and throat specialists); 
(c) a number of general practitioners who practice ophthalmology. 


(2) The optometrists, whose capabilities are in the main limited to those 
disorders of vision that can be determined by refraction and corrected 
by the prescribing of spectacles with their corrective lenses. 

The optometrists, of whom there are approximately 1,500 in Canada, 
are trained in a four-year course following senior matriculation, and the 
nature of their training and skill is underscored by their own designation 
of themselves as “refractionists”. 

It is estimated by the professional societies of both groups that there 
is a shortage of personnel and, in fact, despite increased populations, there 
were in all but two provinces fewer optometrists in 1960 than in 1955. 


(3) The third group involved in eye services are the dispensing opticians 
who prepare the lenses and sell spectacles on prescription. 

The Commission is convinced that optical services must have a high 
priority as a benefit in a comprehensive health programme, especially for 
children. But because of the conflicting representations made before it, the 
Commission has had to consider the respective roles of the ophthalmologists 
and the optometrists. 

It should be noted that while all the medical sponsored prepayment 
plans now operating do provide for payment for medical and surgical services 
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performed by ophthalmologists, the policy with respect to payment for refrac- 
tions performed by ophthalmologists varies from plan to plan. Two of the 
largest plans do pay; most of the others do not. None pay optometrists. 

Under the recommended general medical services benefits, medical 
and surgical services provided by ophthalmologists would be automatically 
included. 

It is obvious that there are not enough ophthalmologists to provide 
complete services including refractions for the entire population. Accordingly, 
a decision must be made with respect to the role, if any, of optometrists in 
the programme. 

The fact that a patient visits an optometrist is prima facie evidence that 
he has some symptom or symptoms that he feels are related to his eyes. In 
the majority of cases, the eyes will be healthy although glasses to correct 
_ abnormal vision may be necessary. 

With these cases there is no cause for concern. The question at 
issue arises out of our concern for those patients whose symptoms are the 
result of pathological conditions of the eye or other systemic disease and 
which may not be sufficiently evident to be detected even by the most 
experienced optometrist. 

The optometrist is not medically qualified. He is not trained in pharma- 
cology, and is prohibited by law from the use of drugs and cannot, therefore, 
use a cycloplegic (a drug that dilates the pupil) in order to make an eye 
examination complete enough to detect with certainty the presence of many 
pathological conditions. This requirement of the cycloplegic is even more 
essential in the examination of children than of adults. The present courses 
in the two schools of optometry in Canada now provide good training in 
optics and the technique of refraction. They also give some basic training in 
anatomy, physiology and pathology. The question before the Commission is 
whether this latter training is adequate. 

Although we have been impressed by the emphasis placed in the 
optometrists’ brief to the Commission stressing their responsibility for referral 
of those conditions which they detect as being beyond their ability to treat, 
we have also been impressed by the fact that the experience of opththal- 
mologists indicates a higher proportion of conditions requiring medical 
diagnosis and treatment than the average referred by optometrists. 

The optometrists’ report that on the average, 4.4 per cent of their 
patients are referred to ophthalmologists or other physicians, but available 
data indicate the incidence of eye diseases, or diseases as manifested in the 
eyes, is around 5 per cent of the total population. Obviously, those individuals 
seeking eye care from the optometrist are a self-selected group in which the 
incidence will be much higher than 5 per cent. The ophthalmologists’ experi- 
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ence is that of those patients who come for refractions only, almost half had 
an associated eye disease and 13 per cent had a general disease affecting the 
eyes: 

Whether the discrepancy is as large as sample surveys reveal, it is one 
which cannot be ignored. And more serious, as we have said, the continuing 
discoveries of new and improved methods of diagnosis will automatically 
result in an increasing proportion of serious conditions of or manifested in 
the eye being missed by optometrists that could be detected by ophthal- 
mologists. 

No doubt, in actual practice some optometrists do detect the pres- 
ence of a pathological condition that a medical practitioner may overlook. 
Human experience being what it is, such cases are bound to occur. But the 
Commission is concerned that the very conditions most likely to be missed 
by an optometrist are among those having the most serious effects. Since the 
consequence of loss of sight is so serious we believe that every effort should 
be made to eliminate all elements of risk. 

In seeking a solution to this dilemma, certain factors need to be 
considered: 


(1) The shortage of ophthalmologists and the long period of their training 
makes any proposal for restricting all prepaid eye care in the Health © 
Services Programme to that profession wholly unrealistic. Optometrists 
must be used and their qualifications upgraded. 


(2) Since we believe that the schools of optometry do not provide ade- 
quate training in recognition of pathological eye conditions, there are 
two solutions: 

(a) the need for provision in the present curriculum for increased 
training in anatomy, physiology, pathology, and in the use of 


1Transcript, op. cit., May 11, 1962, Vol. 51, p. 9710-11. Sydenstricker, E., and Britten, 
R. H., “The Physical Impairments of Adult Life’. General results of a statistical study of 
medical examinations by the Life Extension Institute of 100,924 white male life insurance 
policy holders since 1921. American Journal of Hygiene, 1930, Vol. 11, 73-94. The Department 
of National Health and Welfare, and the Dominion Bureau of Statistics, I/Iness and Health 
Care in Canada, Canadian Sickness Survey 1950-51, Ottawa: Queen’s Printer, 1960, Table 3, 
p. 100. 

Blum, H. L., Peters, H. B., Bettman, J. W., “Vision Screening for Elementary Schools,” 
The Orinda Study, Berkeley: University of California Press, 1959. 

Levine, M. H., Smith, M. D., Kitching, J. S., Study of Vision Testing Procedures; Delta 
Secondary School, 1951-52, (Canada, Public Health Research Project 605-7-4), Hamilton, 
Ontario, Department of Health, Division of School Health Services, 1952 (unpublished study). 

The Association of Optical Practitioners, A statistical survey of 56,122 case records of 
employees in Royal Ordnance Factories examined by Ophthalmic Opticians, 1943-46, London: 
The Association, 1947. 

Baker, I., “A Statistical Study of Optometric Patients”; Canadian Journal of Optometry, 
December, 1961, Vol. 23, pp. 81-86. Kintner, G. F., ““Optometry’s Role in Health Maintenance— 
A Study of Referrals”, American Journal of Public Health, November 1961, Vol. 51, pp. 1688- 
1693. 
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(3) 


(4) 


cycloplegics. This instruction should be provided by qualified 
instructors in the medical school faculties. This will solve the 
problem, however, only for those optometrists graduating after 
the implementation of our recommendation for upgrading, 
say, 1968. 

(b) the need for provision of courses in anatomy, physiology, path- 
ology, and in the use of cycloplegics for optometrists now in 
practice through programmes of continuing education in the 
medical schools or in the Schools of Optometry provided by 
qualified instructors from medical school faculties. Co-operation 
from the medical profession to provide this instruction is essen- 
tial and no refusal by the medical profession, or the medical 
school faculties, to assist in upgrading the optometrist can be 
tolerated. The objective should be a properly qualified optome- 
trical profession practising their profession as such, and not 
relying on the sale of frames and other merchandise as their 
principal source of income. 


There is a strong case, we believe, for optometrists to be employed, as 
they are now employed in the Canadian Forces Medical Service, 
under the general direction of ophthalmologists in “eye clinics” or 
group practice clinics. This arrangement of practice would remove our 
concern about the completeness of the diagnostic examination and 
seems to us to represent a most effective co-ordination of skills. 


In the development of a programme benefit of optical services, one of 
the important considerations is the cost of the eye-glasses that will 
be required. It can be argued, and we believe convincingly, that the 
cost of the glasses is a relatively modest amount, that it is not a cost 
that recurs frequently, and is certainly one for which patients, except 
those receiving public assistance, can budget, either in advance or by 
instalment payments. On the other hand, so important is eyesight to 
the developing child that we do not believe that these arguments 
apply in the case of children. We believe that the optical services 
benefit for children should be complete. At some later date, consid- 
eration can be given to extending the provision of spectacles to all 
adults. In the meantime, provision of spectacles should be limited to 
children and recipients of public assistance. 


The Commission recommends: 


$3. 


That the Health Services Programme provide optical services (but 
not spectacles) to all insured persons. 
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That diagnostic services be provided, as now, by medically licensed 
practitioners. 


That refractions be provided by ophthalmologists, other qualified 
physicians, and by optometrists who graduate in or after 1968, and 
by optometrists who by the year 1967 have taken the recommended 
additional training in anatomy, physiology, pathology, and in the use 
of cycloplegics. | 


That the schools of optometry be affiliated with the universities in 
the cities in which they are located, and the respective Medical 
School Departments should assume responsibility for the courses in 
anatomy, physiology, and pathology, and in the use of cycloplegics. 
Special courses should be provided in these subjects for optometrists 
now in practice, so that all who wish to do so may qualify to partici- 
pate in the programme. The tuition fees, travelling and living expenses 
incurred by optometrists in taking such courses should be regarded as 
deductible expenses for income tax purposes. 


That glasses of a standard quality of frame, lens, and price (although 
not necessarily of standard style) be provided to children (including 
young persons up to the age of 18) at no cost, but a part payment 
of one-third of the cost should be charged for a subsequent set | 
required by reason of loss or damage. 


That a charge of one-third of the cost also be made for any set 
provided to an adult recipient of public assistance. 


That special inducements should be provided to attract more 
ophthalmologists to smaller population centres. 


That specialized diagnostic clinics for serious eye disorders be estab- 
lished in all large population centres. 


That in order to augment our scarce resources in the field of vision 
care, consideration be given by both ophthalmologists and optome- 
trists to uniting their special skills and their efforts in various forms 
of group practice. 


That the provincial health services agency make special arrangements 
for the bulk purchase, on tender, of spectacle frames and lenses. 


That the Health Sciences Research Council give high priority to 
research grants in all aspects of ophthalmology. 


That as part of a seven year crash programme special Professional 
Training Grants of $5,000 per year be allocated to physicians under- 
taking post-graduate study in ophthalmology. 
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7. Hospital Services 
(The Hospital Insurance and Diagnostic Services Act) 


As we discuss in Chapter 10, the Hospital Insurance and Diagnostic 
Services Act of 1957 had its origin in the recommendations of the 1943-44 
House of Commons Select Committee on Social Security, which included 
hospital services and diagnostic services as two of the benefits in a com- 
prehensive health services programme. 

The 1957 Act was passed as a result of a general consensus between 
most of the provinces and the Federal Government arrived at during the 1955 
Federal-Provincial Conference and subsequent meetings of Provincial and 
Federal Ministers of Health and Finance. The records show that the greatest 
degree of agreement was reached on the necessity to introduce out-patient 
services either in advance of, or simultaneously with, the in-patient hospital 
services benefit.1 We find, from our investigations and from the evidence 
presented to us, that the wisdom of that approach was, and is, incontrovertible. 

The other major principles upon which provisions of the Hospital 
Insurance and Diagnostic Services Act were based are aso considered in 
Chapter 10. These major provisions relate to universal coverage; terms and 
conditions on which benefits are to be available; definition of hospitals; 
quality of care; shareable costs; authorized charges; and the formula for 
federal sharing of costs. 

On the basis of five years’ experience, together with the representa- 
tions made to us and the results of our own investigations, and in the light 
of needs for the comprehensive Health Services Programme we have recom- 
mended, each of the major provisions of the Act needs re-examination. 


UNIVERSAL COVERAGE 


We believe that the provisions for universal coverage as intended in 
the term “universally available” were sound, and that the flexibility provided 
in the negotiations of agreements with those provinces using the premium 
method of financing was most desirable. To have insisted upon compulsory 
coverage of the entire population from the first day of introduction of a pro- 
vincial plan would have been administratively unrealistic. However, we now 
believe it essential that in those provinces not yet having one hundred per 
cent coverage of all residents, further steps should be taken to see that all 
are insured. 

QUALITY OF CARE 


We are aware that many agencies and many people are concerned 
with the quality of health care and are striving mightily to improve it; we 
are not convinced that all their efforts are yet adequate. 

1St. Laurent, The Rt. Hon. L. S., at opening of Conference, Ottawa, 1957. 
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The major forces for upgrading are the medical profession itself, 
the nursing profession, and the Hospital Accreditation Council. The first 
exercises its efforts in a variety of ways including refresher courses in medical 
schools, lectures and classes at medical society meetings, but chiefly, we 
believe, through the medical staff organization in hospitals. The Hospital 
Accreditation Council exercises its role through inspections of hospitals. It 
is noteworthy, and highly to be commended, that the Hospital Accreditation 
Council is financed, in part, by contributions from the Canadian Medical 
Association, and l’Association des médecins de langue francaise du Canada 
from fees collected from its members. 


A third type of agency concerned with quality is that typically referred 
to as the Hospitals Division in each of the provincial governments. Most 
provinces had such an agency before the programme was introduced, but 
all were required to have one under the terms of the agreements of the 
Hospital Insurance and Diagnostic Services Act. The agency may be part of 
the health department or a separate hospital insurance agency. 


We find a number of gaps in these various approaches. A substantial 
volume of care in Canada is given by physicians who practise alone and 
have no hospital connection. Obviously, few of the organized efforts men- 
tioned can reach them. A great many physicians practise in small hospitals 
where the number of physicians is so small that medical staff organization 
(and therefore organized general supervision of quality) is non-existent. In 
other places, private hospitals of varying size and of dubious quality also 
appear to be outside the scope of continuing inspection. Another weakness 
is that most, if not all, of the provincial hospitals divisions are under-staffed 
to provide the requisite degree of inspection and consultation. An equally 
serious shortcoming, in our view, is that the Hospital Accreditation Council 
is inadequately financed, and, therefore, under-staffed. 


There is a further element in regard to the quality of care, namely 
hospital privileges. As we observed on page 29, physicians in Canada, both 
general practitioners and specialists, have historically had a close hospital 
connection. This does not mean, nor can it mean, that every licensed physi- 
cian is automatically entitled to all hospital privileges he or she may ask for. 
The physician’s right to hospital privileges is directly linked with the quality 
of care in the hospital. Many factors must be taken into consideration, 
including the number of beds available, the size of the medical staff needed, 
the training and experience of the physician—all directed to assuring the 
highest quality of patient care which must be the ultimate goal. 


We should like to reiterate as a general principle that the quality of 
care in hospital is a matter of public interest. At its lowest point, it borders 
simply on protection of the patient against unsanitary conditions and mal- 
practice and does not differ, therefore, from other protective measures 
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undertaken on behalf of the public such as restaurant inspection, meat- 
processing inspection and drug inspection. 

At its highest, it is manifested in all the educational work undertaken 
by the professions in the upgrading of their performance. 

We must state it as one of our fundamental beliefs that for the vast 
majority of members of the health professions, as for most hospitals, the 
greatest advances are to be made by the organized efforts that they them- 
selves take through education, and self-regulation. It is for this reason that 
we strongly endorse the activities of the voluntary Hospital Accreditation 
Council. But, again, it must not be forgotten that all of these efforts are 
undertaken in the public interest and that, if by default, or because of 
- inadequate support, the requirements are inadequately met, then public 
agencies must act on behalf of the public. The recommendations made else- 
where! with respect to assistance towards both basic and continuing educa- 
_ tion are consistent with this general statement. These, however, are not 
enough; they must be supplemented by effective safeguards of a high stand- 
ard of hospital service. 

Specific recommendations regarding hospital services will also be 
found under the following headings: 

Mental Health, Alcoholism, and Drug Addiction 

(Recommendations 14, 15 and 17) 

Dental Services (Recommendations 54-57) 

Home Care Services (Recommendations 120-121) 

Nurse Education and Recruitment (Recommendation 129) 

Medical Education and Recruitment (Recommendation 143) 


The Commission recommends: 


95. That grants to Hospital Accreditation Council be substantially 
increased; that the Council Increase the number of surveyors and 
provide for more frequent inspections of hospitals of all sizes. 


96. That provincial hospital insurance agencies, the Canadian Hospital 
Association, the Canadian Medical Association, and l’Association des 
médecins de langue francaise du Canada expand their efforts to en- 
courage professional activities studies,” and that all hospitals having 
25 beds or more and at least three physicians on the staff participate 
in this programme of professional self-assessment, the costs of the 
programme to be accepted as a shareable cost under the Hospital 
Insurance and Diagnostic Services Act. 


97. That the provincial Colleges of Physicians and Surgeons have greater 
authority for the quality of care and the volume of surgery, especially 





* See Recommendations 140-155 and 175. 
* Similar to those of the Hospital Medical Records Institute in Toronto. 
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of that performed in small hospitals without adequate equipment or 
sufficient qualified personnel. 

That the Hospital Accreditation Council formulate in co-operation 
with the Canadian Hospital Association and the Catholic Hospital 
Association, rules and regulations relating to the granting of hospital 
privileges to physicians. 

That statistics on complications and surgical operations in hospital, 
and on length of stay in hospital by diagnoses be supplied by the 
hospital insurance agencies to joint committees of the Colleges of 
Physicians and Surgeons and the Hospital Associations in each 
province for analysis and review. 


That hospital insurance agencies provide adequate funds to hospitals 
to provide for care of patients by registered nurses on all shifts, and 
that all necessary nursing service authorized by the attending physi- 
cian and approved by the chief of the relevant service be provided 
by the hospital as authorized in the Hospital Insurance and Diagnostic 
Services Act. 

That student nurses be not solely responsible for patient care especially 
on the night shift. 

That the staffs of the provincial hospitals agency be increased (this can © 
be done through the National Health Grants) to make such arrange- 
ments as are necessary to ensure that adequate standards are main- 
tained in hospitals, including the supervision, licensing and inspection 
thereof; with special attention to small hospitals (under 100 beds), 
all private hospitals, and all nursing homes. 


That all provincial hospital insurance agencies be aware that their 
decision with respect to staffing and equipping hospitals must con- 
stantly take into account the rapidly developing knowledge and tech- 
nology in health care. It is highly desirable that they avail themselves 
of qualified experts in assessing requests by hospitals for additional 
personnel and new equipment. 


That the Health Planning Councils! make every effort to ensure that 
hospitals avoid unnecessary duplication of specialized equipment and 
personnel in their joint efforts to meet community needs. 


OUT-PATIENT SERVICES 


As indicated above, it was the consensus of provincial and federal 


representatives at the 1955 Conference that, regardless of the decision with 
respect to the hospital insurance benefit, hospital out-patient services should 





1See Recommendation 1(10). 
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receive the highest priority. The evidence presented to this Commission 
indicates that in those provinces that have not introduced a complete out- 
patient benefit, the volume of care unnecessarily provided to in-patients that 
could equally well be provided to them at a lower cost as out-patients, is 
large indeed.' This represents the needless expenditure of millions of dollars 
of federal and provincial tax funds. There is no justification for this waste 
of scarce tax dollars. The eastern provinces have shown that the admin- 
istration of the benefit presents no serious obstacle. We are recommending 
a federal contribution to the financing of the construction of new, and the 
extension of existing out-patient facilities.? 


The Commission recommends: 


105. That the Act be amended to require the out-patient services benefit 
as a condition of any further payment in respect of in-patient bene- 
fits, and that the Minister thereupon give notice to those provinces 
not providing the full range of out-patient services that the Agree- 
ments are to be renegotiated. In the meantime, citizens concerned 
with hospital insurance costs might impress upon their governments 
the need for immediate action. 

106. That in providing the out-patient service, the diagnostic facilities in 
recognized clinics and in specialists’ offices with facilities related to 
their specialty, their place of work be designated as a “facility” under 
the meaning of the Act, to provide such of the out-patient services 
as they are qualified to do, under the terms and conditions of the 
Act, prior to the introduction of a Medical Services Programme. 

107. That the limitations on availability of out-patient services as an 
insured service to periods of 24 or 48 hours following an accident be 
eliminated. | 

MENTAL HOSPITAL CARE 
Under the present conditions of the Act, payment for care of mentally 
ill patients is excluded if it is provided in mental hospitals, but is included if 
it is provided in general hospitals. We believe that this policy of excluding the 
bulk of treatment for mental illness is not in the public interest. The whole 
issue is of such magnitude and importance that it is treated as a separate 
section of this Report.® 


1One hospital estimates that ‘outpatient services and adequate facilities for chronic 
’ care would relieve our hospital of ... 11.1% of our bed total’. (The Regina Grey Nuns’ 
Hospital, brief submitted to the Royal Commission on Health Services, Regina, 1962, p. 7). 
Nova Scotia with one of the most extensive out-patient service as insured service finds 
this service relieves ‘very substantially the pressure on much needed hospital beds”. (Annual 


Report of the Nova Scotia Hospital Insurance Commission for the year ended March 31, 
1962, Halifax: Queen’s Printer, 1962, p. 9). 


2See Recommendation 176. 
®See Chapters 8 and 14. 
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HOME CARE PROGRAMME 


The fact that home care services, even if provided by a hospital-based 
plan and under the auspices of the hospital, are not covered by the Act, 
severely hampers the development of such plans. In dealing with home care 
programmes, we therefore recommend! that care provided by hospital-based 
home care programmes be brought under the provisions of the Act. 


SPECIALIZED FUNCTIONS OF TEACHING HOSPITALS 


Teaching hospitals do have certain special costs which justifiably can 
be interpreted as “shareable costs” under the Act because they relate to hos- 
pital services as well as to the teaching function. This applies also tc part of 
the salary of faculty staff. We therefore recommend? the coverage of such 
costs under the Act. 


TUBERCULOSIS SANATORIA 


The question of payment for the care of tuberculosis patients, also 
excluded from the Act, is, fortunately, not as serious as that of care for 
mentally-ill patients. Nevertheless the Commission also finds no rationale 
for this exclusion. 


The Commission recommends: 


108. That the exclusion of tuberculosis hospitals and sanatoria be removed 
from the Act and that wards of such hospitals providing treatment 
be designated as a “hospital” or “facility” under the terms of the Act. 


SHAREABLE COSTS 


Interest and Depreciation 


The national hospital insurance programme accomplished much, but 
like all projects of human progress, it has revealed new problems to be 
solved. In effect, our society has said that no Canadian should be barred, 
for economic reasons, from needed hospital care. 

What the Canadian people have not quite resolved, however, is the 
question how, in a democracy governed by three levels of government, the 
hospital facilities required to provide that care should be financed. 

The Federal Government provides through the Hospital Construction 
Grant approximately 15 per cent of the cost of hospital facilities and, 
through the hospital plan, half the cost of equipment. This has left 


1See Recommendations 120 and 121. 
2See Recommendation 143. 
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to the provinces, local authorities, and voluntary groups, the responsibility 
for the major share of the problem of financing construction. And, again, 
although the general principle may be sound, it is the unequal ability among 
the provinces to assume the provincial share that creates the main problem. 
This unequal capacity is reflected in the variety of provisions the provinces 
have adopted, as shown below: 


FEDERAL AND PROVINCIAL CONTRIBUTIONS TO ACTIVE TREATMENT 
HOSPITAL CONSTRUCTION FINANCING, DEC. 31, 1963 


; Federal | Provincial 
Province Grant Geant Other 
$ $ 

British, Columbia .i.......006..008-02 2,000 2,000 | Plus 50 per cent of balance of ap- 
proved cost 

JN) YS oS a ae ee 2,000 2,000 | Pays balance of cost by meeting 
debenture and interest payments as 
due 

SASKAICHEWAR fool .c.poscccscteseestss 2,000 70 re cent of balance in Base Hos- 
pitals 

60 per cent of balance in Regional 
Hospitals 
40 per cent of balance in Community 

Hospitals 

VEY ClI (0) 0 er 2,000 2,000 Plus 80 per cent of balance by meeting 
debenture and interest payments as 
due 

ROU ANE Oo 526i. Savon Bhi dics er cue ere 2,000 3,200 

LE SSO eer 2,000 2,000 | Plus discretionary grants 

iNew Brumswick....../............0..- 2,000 2,000 

UNOVA SCOUGia6. .cscccccdaecoccattesandas 2,000 2,000 | Plus $1,000 

Prince Edward Island .............. 2,000 2,000 | Plus capital and interest to maximum 
half of balance 

Newhoundland? ic sccccciscssccssccct. 2,000 2,000 | Plus unspecified assistance. 


The Commission recommends: 


109. That depreciation allowances on the value of buildings and fixed 
equipment, less the amount paid by federal and provincial grants, 
be recognized as a shareable cost. 


Authorized Charges 


“Authorized charges” is the term applied in the Act to what are known 
as “co-insurance” or “deterrent fees” or “utilization fees”. The provisions of 
the Act penalize any province that adopts such charges by refusing to match 
the revenues from authorized charges as it does revenues channelled directly 
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from provincial funds. The Commission is concerned, as it has said elsewhere, 
with the mounting cost of the hospital plan and believes, therefore, that the 
efforts of a province to introduce a greater degree of prudence in the use of 
these services, which are both reasonable and compatible with the spirit of 
the Act, should not be penalized. 


The Commission recommends: 


110. That Section 4(a) (ii) of the Act be amended to remove the penalty 
now imposed upon a province that requires a reasonable per diem 
patient payment. 


Authorized Charges for Hospitalized Welfare Recipients 


In British Columbia and Alberta, the authorized charges (patient pay- 
ment) for hospitalized welfare recipients are paid by the respective welfare 
departments. For these patients, therefore, the situation is precisely the same 
as it is for all insured patients in the other provinces where there are no 
co-insurance charges. Nevertheless, the Federal Government does not share 
in that part of the cost represented by the co-insurance payment which is 
borne in full by the provincial governments. This seems to us an injustice 
based on a too legalistic interpretation of the Act. 


The Commission recommends: 


111. That this discrimination be removed with respect to hospitalized 
welfare patients. 


Net Income from Gift Shops, and Other Ancillary Operations 


The Commission believes that the regulations concerning earnings 
from these types of ancillary operations are too narrowly restrictive, and should 
be broadened to leave to hospitals the full net proceeds from such activities. 


The Commission recommends: 


112. That the regulations concerning earnings from gift shops and other 
ancillary operations should be made less restrictive. 


&. Prosthetic Services and Appliances 


In Chapter 5 we discuss the various health hazards and their social 
impact. In particular we stress the fact that prolonged illness and impair- 
ment have an effect quite different from that of a corresponding number 
of shorter illnesses. This applies especially to the permanent disabilities and 
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impairments. A number of short illnesses, even if accompanied by inability 
to carry on one’s usual activity, need not interfere seriously with one’s pur- 
suit in life, be it going to school, working, or any other activity. Many 
employees are, in fact, assured not only of retaining their job but also their 
income during illness of a specified duration each year by the provision of 
paid sick leave or sickness benefit insurance. 

Long-term illness and disability, however, do create serious social 
and economic problems for the patient and his dependents or other mem- 
bers of the household. It is chronic illness which more and more saps the 
strength of our population in a twofold way: first by reducing the well-being 
and social function of the stricken individual, and next by the demand he 
creates for services and assistance from his family and the community. 

For this reason we were particularly impressed by the evidence 
before us regarding the progress of rehabilitation services.1 The many forms 
of rehabilitation services have in common that the care of the patient does 
not stop with the halting or slowing-down of the disease process but continues 
in an all-out attempt to restore the patient as nearly as possible to his 
normal social role. Any degree of independence thus gained or regained not 
only contributes to the individual’s happiness and economic security but 
also relieves, correspondingly, the community of a potential burden. 

For those whose disability results from the absence, loss, impairment 
or deformity of limbs or organs, rehabilitation cannot be achieved without 
adequate prosthetic devices, appliances or aids, which therefore form an 
integral part of health care. The lifetime cost of such devices, appliances, 
or aids may range up to several thousand dollars in the case of children 
whose prostheses have to be renewed periodically as they grow. 

The problem is greatest among the babies and children with con- 
genital deformities. The thalidomide story has focussed public attention on 
the plight of these children and their parents. While the deformities resulting 
from this drug are particularly severe, similar cases of congenital deformities 
have occurred before and will continue to occur. These infants are as deserv- 
ing as the victims of thalidomide. Observing these very young children, we 
have been deeply moved by their distressing situation and the strain they 
place on their parents, but also we have been struck with the amazing 
benefits these children can derive from the ingenuity of modern prosthetic 
techniques. 

These children will depend on their prosthesis for a whole lifetime. 
The aid of an artificial limb or other device or aid can also make the dif- 
ference to an older person between many years of complete dependency on 
others on the one hand and self-reliance on the other hand. In all cases it is 


1See Chapter 15. 
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important that the device be so designed as to equip the patient to function 
as normally as possible. 

The cost of these and other devices, appliances or aids should, there- 
fore, not be left to the individual, or his parents, nor should the handicapped 
person have to rely on charity or the generosity of service clubs for this 
essential service as is now the case. It is the magnificent work of the voluntary 
agencies! that has brought to public attention the seriousness and magnitude 
of this problem and the consequent need for government action. This benefit 
forms part of the Medical Services outlined in Recommendation No. 30. 


The Commission recommends: 


113. That prosthetic devices, appliances, or aids be supplied as a medical 
services benefit under the plan, as prescribed by a committee con- 
sisting of the patient’s physician and a prosthetist, and where pos- 
sible also of an occupational therapist or physio-therapist. 


114. That such prosthetic devices or appliances be repaired or renewed 
as a benefit under the plan, on the recommendation of a committee 
as described above. 


115. That funds be made available through the Health Sciences Research 
Council for research and experimentation into the creation and dis- 
tribution of prosthetic devices, the development of effective tech- 
niques; and by Professional Training Grants for the training of the 
necessary technical personnnel. 


9. Home Care Services 


During our investigations into facilities and services for patient care we 
have been struck by the general lack of development of one of the most 
promising types of services for providing quality care at relatively low cost.’ 
This is the programme of organized home care, in which experiments have 
repeatedly demonstrated that some patients are better satisfied, and costs 
are lower. Home care programmes have been conducted over a period of at 
least fifteen years in Canada, the United States, and Europe, and can now 
be said to have successfully passed beyond the experimental stage.* 


1Such as the sponsorship by Rotary Clubs across Canada of the Crippled Children’s 
Easter Seal Fund. 

2See Chapter 15. 

3 Visiting nursing, an essential component of home care, has existed in Canada on an 
organized basis since the inauguration of the Victorian Order of Nurses for Canada in 
1897. It is now provided by this Order, the Saint Elizabeth Visiting Nurses Association, 
and the Société des Infirmiéres Visiteuses. 
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The hospital-sponsored Blue Cross Plan of New York has this to 
say about home care programmes: 


“They have demonstrated that care in the home can be excellent care for 
the well-selected patient. Use of Home Care also increases the availability 
of hospital beds for patients who require in-hospital care. At the same 
time, the costs of care are reduced because maintenance of the patient in 
his own home is less expensive than in-hospital care”’.* 


We believe that in the interests of patients and of costs, full-scale 
programmes of home care should now be launched in every urban centre 
of, say, 10,000 population and over, and in smaller centres as resources can 
be mobilized. 

These programmes should be either hospital- or community-based, the 
first probably oriented to earlier discharge of hospitalized patients and the 
second primarily to patients not requiring admission to hospital. The first 
can readily be financed under the present terms of the Hospital Insurance 
and Diagnostic Services Act, and both federal and provincial authorities 
should take the lead in assisting hospitals to establish and finance such 
programmes. In fact a full-scale hospital based home care programme should 
be required before any request for hospital bed expansion is considered by 
the provincial hospital planning authority for communities of 10,000 popula- 
tion or more. 

Although the most important reason for making use of home care is 
the patients’ interest, we cannot afford not to take advantage of the lower 
cost that home care makes possible. 

We recognize that there are problems in getting home care pro- 
grammes under way, and that, to be fully successful, they require the full 
co-operation of medical staff, hospital administration, and voluntary agencies. 

One of the chief results of home care programmes is the convenience 
to the physician who finds readily available to him an organization that puts 
at his disposal and that of his patients an array of services not hitherto 
utilized by him or of which he may have been unaware. 


The Commission recommends: 


116. That every hospital in Canada of 100 beds or more introduce either 
independently, or in association with other hospitals in the same 
centre, other community organizations, the local health department, 
or any combination of these, a home care programme. 


1 Associated Hospital Service of New York, Report of a Study Concerning the Feasibility 
of Providing Visiting Nurse Service Following Hospitalization for Blue Cross Subscribers, The 
Service, New York 1957, p. 8. 


62 


117. 


118. 


119. 


120. 


121. 


122. 


123. 
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That local medical societies establish a liaison committee to expedite 
the development and use of home care services. 


That hospital medical review committees stress the early discharge 
of patients who can be suitably cared for at home with the services 
of such a programme. 


That pamphlets describing the programme and its services be pre- 
pared and distributed to patients considered possible candidates for 
early discharge under the programme. 


That the Hospital Insurance and Diagnostic Services Act regulations 
be interpreted to cover costs of patient care provided by hospital- 
based home care programmes. 


That the Hospital Insurance and Diagnostic Services Act regulations 
be interpreted to include as shareable costs payments made to com- 
munity-based home care programmes for care provided to hospital 
patients returned to their homes but retained on the hospital register. 


That the Public Health Grant be used to assist in financing community- 
based home care programmes. 


That public health departments and voluntary agencies be encouraged 
by such grant assistance to undertake home care programmes either 
as community-based programmes or in co-operation with hospitals. 


Il. HEALTH PERSONNEL, FACILITIES AND RESEARCH 


10. Nurse Education and Recruitment 


The representations made before the Commission, and the studies 


prepared for it, together with the voluminous literature now available on 
the subject of nursing, all point to the pressing need for a clearer delinea- 
tion of nursing responsibilities and, simultaneously, a restructuring of 
nursing education. 


A number of factors underscore the need for reform. 


(1) There is a serious shortage of qualified instructors to staff the 


hospital schools and university schools of nursing. Our studies show 
that 75 per cent of the instructors in the hospital schools and 56 per 
cent in the university schools do not have even minimum? quali- 





1See Chapter 13 for a discussion of the various types of nurses. 
2A B.Sc. degree for instructors in hospital schools of nursing, and at least a 
Master’s degree in university schools. 
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(2) 


(3) 


(4) 


fications. The graduates of a school can be no better than the 
quality of their educational experience. 


In the light of our knowledge of and established practice in the 
education of all other professions, the apprenticeship-type system 
by which the majority of nurses are now solely trained clearly 
requires re-examination. 


Our study of nursing utilization reveals that many nurses are per- 
forming duties for which they are over-qualified, duties for which 
they are not qualified, and duties that should be assigned to other 
occupations. The apprenticeship system of education helps to per- 
petuate this lack of a clear division of responsibility. 


The period of training is unnecessarily long. A three-year pro- 
gramme, in which two-thirds of all formal instruction is given in the 
first year, is obviously oriented to some purpose other than education. 
The recent reorganization of some courses, in which the trainee is 
classified for two years as a student and for the third year as an 
“intern” on part salary, is tacit recognition of the large element of 
“service” by which the nursing student pays for her education.! 


On the basis of present knowledge and experience, two categories of 


nurses are required, both to be prepared through the post-high school educa- 
tional system: 


(1) 


(2) 


The graduate of a four- or five-year integrated basic university pro- 
gramme or of a shorter programme for university graduates. It is 
estimated that about 25 per cent of positions for nurses require this 
type and range of preparation. These are the instructors, supervisors, 
administrators and nurses in other leading positions. 


The graduate of a new type of two-year diploma programme who 
would function as a clinical or bedside nurse. 


Each of these two categories of nurses requires a specially designed 


programme of instruction, but nurses in each category should remain 
Registered Nurses. 


In addition to these two categories of nurses, nursing assistants will 


still be required in order to promote the more effective use of nurses. These 
aides may be recruited from among those who do not have the academic 
standing required to enter schools of nursing. 


With the recommendations we have made respecting the need to 


integrate the psychiatric and general health services (particularly the care 
of psychiatric patients in general hospitals), we believe that the need for the 


1See Chapter 13. 
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separate programme for psychiatric nurses in the four western provinces will 
disappear. Special programmes should be set up and financial assistance pro- 
vided to enable qualified psychiatric nurses (R.P.N.) to qualify for and 
obtain the Registered Nurse (R.N.) licence. 


THE HOSPITAL SCHOOL OF NURSING 


Much of the evidence presented to the Commission indicates major 
changes are under way in nursing education in the hospital schools and, in 
general, the Commission believes that these changes are highly appropriate 
and should be accelerated. As in most professions, the preparation of nurses 
began as a system of apprenticeship. As the scientific knowledge component 
in nursing practice increased, it became necessary to expand the time spent 
in classroom instruction. 

In order to meet the service needs of the hospital as well as the 
training needs of the students, the students have typically spent more time 
in caring for patients than was necessary for their training. In return for 
this service, the hospital has provided living accommodation and free tuition. 
In recent years, however, new approaches have concentrated the instruction 
and clinical experience in two years, and thereby reduced the “service” 
component. In these schools, the education and training of nurses is following 
the pattern of other professions that are reducing or eliminating the 
apprenticeship aspects of their preparation. 

The Commission believes this to be the right approach. The educa- 
tional system for nursing should be organized and financed like other forms 
of professional education. An additional reason for the change in nursing 
education is not only that we shall obtain equally, if not better, qualified 
personnel in shorter time, but that a substantial part of hospitalized patient- 
care will no longer depend, as it does now, upon apprentices. 


We recognize that there is divergent opinion on this subject of control 
of nursing education. We are aware, as our studies indicate, that most nurs- 
ing service directors make heroic efforts to assure that the time spent by 
students “on the wards” is limited to that necessary for adequate clinical 
experience. That most of them fail in this objective is due to the system, 
and to the pressures upon the nursing service (of which the students are 
considered to be part) to give priority to the immediate needs of patients 
rather than to the educational needs of students. The staffing policies 
pursued by several of the provincial hospital insurance authorities make the 
use of students as part of the nursing service inescapable, and we consider 
this restriction on the employment of qualified nurses as undesirable, and, 
indeed, dangerous. This represents an unwarranted restriction on effective 
management of hospitals. 
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It will be necessary to separate as completely as possible the func- 
tions of nursing education from the hospital nursing service, and place control 
of the education programme completely under the Director of the School of 
Nursing. 

It will take time to accomplish this major and long overdue reform in 
nursing education, and there will be many difficulties to overcome. But it 
is a reform that we believe to be both desirable and inevitable, and the 
longer it is delayed, the greater will the obstacles become. We recognize that 
the changes must be introduced in stages so as not to disrupt the nursing 
services unduly, and, further, that some hospital schools will be able to 
make a more complete change than others. But we are convinced that the 
time to start is now. 

The steps that will need to be taken to accomplish this objective 
are as follows: 


(1) The establishment in each province of a Nursing Education Planning 
Committee, advisory to the Minister of Health with representatives 
from the Provincial Nurses’ Association, the Hospital Associations, 
the Hospital Insurance authority, the University(ies) and the Pro- 
vincial Department of Education to select annually the number of 
schools in which the programme will be initiated, and thereby assure 
its gradual and orderly development. 


(2) The separation of the budget of the school of nursing from that of 
the hospital to make sure that the nursing school budget be used for 
educational purposes only. The separation of educational and nurs- 
ing service functions can obviously be reached in stages and in a 
variety of ways. In some hospitals the Director of the School of 
Nursing may be responsible to the Board through a Nursing Educa- 
tion Advisory Committee of the Board; in others, this objective may 
be reached satisfactorily by having her directly responsible to the 
Board. 


(3) An arrangement between the school administration and the hospital 
administration for the use of the hospital’s educational and clinical 
facilities that approximates the arrangement that now exists in many 
hospitals for students in medical schools and university schools of 
nursing. 


(4) The establishment of a new educational curriculum in nursing lead- 
ing to a diploma in two years.* 


(5) An annual reduction in the percentage of time the student spends in 
nursing service which will require the recruitment by the hospitals 


1See Chapter 13 for a discussion of the urgency and feasibility of this programme. 
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(6) 


(7) 


(8) 
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of additional qualified nurses and nursing aides to perform the serv- 
ices now provided by the students, and authorization by the hospital 
insurance agencies for the establishment of these positions. Con- 
currently an equivalent reduction must be made in the numbers of 
student nurses counted in the complement of nursing service personnel 
authorized by the hospital insurance agencies. 


Experimentation with other agencies to conduct an educational pro- 
gramme for nurses. These could be such post-high school institutions 
as Junior Colleges or Institutes of Technology. Although, in our 
view, the Hospital School of Nursing will remain the. major training 
institution for this profession, there is no inherent reason for the 
hospital to be the only agency to be conducting a school for nurses 
at this level, although all schools will need to use hospitals for 
clinical experience. 


Financial assistance should be provided to students who cannot pay 
their own fees and/or maintenance. It is recognized that by chang- 
ing the present system under which the student pays for her own 
education by her contribution of service to the hospital, a substantial 
number of those coming from families with moderate incomes will 
need assistance to enrol. Accordingly, bursaries must be available to 
enable these candidates to continue to select nursing as a career. 
Federal and provincial funds must continue to be made available to 
meet the operating costs of the schools. The principle for both these 
forms of assistance is now embodied in the Hospital Insurance and 
Diagnostic Services Act, under which other health workers (e.g., 
radiological and laboratory technicians) are subsidized while taking 
their training. 


With all of the foregoing accomplished, there will remain one factor 
on which the success of the new programme will depend: an all-out 
effort to prepare more highly qualified instructors. This shortage is 
the most serious obstacle to any improvement in nursing education 
and, therefore, of any improvement in nursing service. For the prepa- 
ration of these instructors we must look to the University Schools of 
Nursing. 


THE UNIVERSITY SCHOOL OF NURSING 


Six of the fourteen University Schools of Nursing offer a basic four- 


or five-year integrated programme and control all of the student’s experience 
during this period as do other university professional schools. The clinical 


1Such as the Quo Vadis Project initiated by the Catholic Hospital Conference in Ontario 
in 1962, to encourage women between the ages of 30 and SO to take up nursing as a career. 
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experience is obtained in hospitals affiliated with the school but under the 
supervision of university clinical instructors. The other eight schools grant 
a baccalaureate degree for a combination of two years of work in the uni- 
versity and three years of work in a hospital school of nursing, where the 
student is under the control of the hospital school and subject to the same 
service requirements as the non-university students. We believe the integrated 
programme is the only educationally sound one and should be adopted by 
the remaining University Schools of Nursing. 

It is of the utmost importance that these schools be rapidly expanded 
in number to enable them to prepare approximately one-fourth of the total 
recruits to the nursing force. It is from this pool that the instructors, super- 
visors, administrators and other leaders in the profession must come. 


The Commission recommends: 


124. That there be established in each province a Nursing Education 
Planning Committee, advisory to the Minister of Health, to plan and 
direct the gradual and orderly development of nursing education. 
The Committee should be representative of the Provincial Nurses 
Association, the Hospital Associations, University(ies), the Hospital 
Insurance agency, and the Department of Education. 


125. That the budgets of the Schools of Nursing operated by hospitals be 
separated from that of the Nursing Service of the hospital to the end 
that the Schools of Nursing become wholly educational in their 
function. 


126. That hospitals make their educational and clinical facilities available 
for the instruction and clinical experience of students, without claim 
on the student for service. 


127. That these Schools of Nursing reorganize their curricula to provide 
for graduation with a diploma in two years, and that, where neces- 
sary, provincial legislation be amended to provide for licensing of 
the graduate as a registered nurse on the successful completion of 
examinations following the two-year course. 


128. That to encourage suitable personnel to enter and remain in the nurs- 
ing profession, salaries commensurate with the traming and respon- 
sibilities of nurses and comparable with those in similar fields be paid 
by federal and provincial agencies and by hospitals. 


129. That financial assistance be provided to student nurses in hospital: 
schools in the same amounts and under the same conditions as those 
for students in other fields in the hospital. 
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130. 


131. 


132. 


133. 


134. 


135. 


136. 
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That consideration be given to supporting only those schools of a 
sufficiently large size that will permit the most effective utilization of 
qualified teaching personnel and financial resources. 


That all University Schools of Nursing develop an integrated degree 
programme and direct all phases of this programme. At least one 
University School in each of Canada’s four main regions should also 
develop a Master’s degree programme in nursing, one of which should 
be a French language school. 


That the existing University Schools of Nursing be expanded to their 
optimum capacity and that federal capital grants from the Health 
Facilities Development Fund and federal operating grants from the 
Health Professions Education Grant be available to them. 


That there be established as quickly as qualified personnel can be 
recruited at least ten more university schools to expand the annual 
output of university graduate nurses, and that funds be allocated from 
the Health Facilities Development Fund to provide one-half the cost 
of establishing these schools. We believe these ten schools can be estab- 
lished in about five years. Among the universities where these might be 
provided as additional faculties are: University of Victoria, Univer- 
sity of Alberta (Calgary), University of Saskatchewan (Regina), 
Laurentian University, York University, Carleton University, Uni- 
versité Laval, Université de Sherbrooke, Université de Moncton, Me- 
morial University. Given time for them to become fully established, 
(say, 1971) the 24 schools then operating could, with an average 
enrolment of 225,’ produce approximately 1,200 graduates annually. 


That as part of a seven year crash programme, Professional Training 
Grant bursaries of $3,500 be made available so that more graduate 
nurses having the baccalaureate degree be enabled to obtain the 
Master’s degree in nursing to qualify them for appointment as univer- 
sity instructors. 


That as part of the same seven-year crash programme, Professional 
Training Grant bursaries to the amount of $2,000 be made available 
immediately to Registered Nurses wishing to enrol for a Bachelor’s 
degree in nursing in university schools of nursing. 


That the present Professional Training Grant bursaries be expanded 
in number to enable more diploma nurses to obtain certification in 
public health nursing. 





*This allows for an attrition rate of approximately 20 per cent during the four-year 
period. 
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137. That when the diploma course is shortened to two years, the training 
period of the nursing assistant be shortened correspondingly. Mean- 
while, a study should be made of the feasibility of training the nursing 
assistants on the job. 


138. That in view of the need for male nurses in the health field, more 
efforts be made to attract men to the nursing profession. 


139. That in order to provide a continuous uninterrupted supply of qualified 
operating room technicians, a new classification of this type of work 
be established with adequate salaries so that men may make a career 
of this occupation. 


11. Medical Education and Recruitment 


The Commission’s chief concern with medical education is the capa- 
city of the medical schools in Canada to graduate a sufficient supply of well- 
qualified physicians to meet the expanding demands resulting from an 
increasing population and a doubling of the number of persons who will have 
their health services prepaid through extension of prepayment to the entire 
population, as well as to meet Canada’s increasing international obligations 
to train professional health personnel for the developing nations. 

We are also concerned, of course, with the resources of buildings for 
teaching and research and with the personnel qualified as professors and 
research workers in the medical school faculties. The financing of these 
resources for medical education, both now and in the future, looms as a 
matter of major proportions. 

In considering this question of education of physicians two important 
points must be borne in mind: | 


(1) Education of physicians, like that of dentists, is a matter of national 
concern. As our manpower studies reveal, physicians are highly 
mobile and a large proportion of physicians in every province have 
been trained in some other province. A few schools trained physicians 
for the entire nation for many years. There is a strong case, therefore, 
for national financial assistance to provinces carrying this responsi- 
bility. 

(2) Migration also plays a major role. The average annual immigration 
of doctors to Canada over the past five years has been equal to the 
combined graduating classes of our three largest medical schools. At 
the same time, our losses through emigration have been equal to the 
graduating classes of two of these schools. Any marked change in 
either of these inward and outward movements would obviously have 
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profound effects on our supply. As we have indicated elsewhere,* it 
is our belief that the situation will become more serious. We expect 
European immigration to decline and, with the increasing shortage of 
physicians in the United States, the danger exists of an increasing 
southward drain on our resources.” 


Because of the length of time (a minimum of seven years) required for 
the educational preparation of a physician, there can be no substantial increase 
in our graduating classes before 1970, since the students graduating up to 
that year are already in university. To meet our needs in the nineteen seventies, 
it will be necessary both to expand several of our existing schools to their 
optimum size and to establish at least five new schools to come into operation 
during the late nineteen sixties and early nineteen seventies. Planning for one 
new school, Sherbrooke, is already under way and it is scheduled for opening in 
1967. A second one, McMaster, is now under discussion and it should open 
in 1968.? Planning should begin for others as follows: Toronto area, 1969; 
Calgary, 1971; Victoria, 1973. In the mid nineteen seventies, a French lan- 
guage medical school should be established at Moncton. Some of these may 
begin earlier as two-year pre-clinical courses, and this could also be true, later, 
at other universities. Failure to meet these dates as scheduled will result in 
serious deficiencies commencing in the mid nineteen seventies. 

A study should be made by the Health Sciences Research Council of 
the feasibility of organizing one additional medical school probably at 
Memorial University in St. John’s to graduate physicians specially trained in 
the exigencies of frontier medicine. Such a medical school could help to fulfil 
Canada’s obligation to the emerging nations now short of professional person- 
nel specifically qualified to meet local needs.* 

Fundamental to the functioning of our medical schools is an adequate 
supply of qualified faculty members. We are losing an increasing number of 
these to the United States annually and, unless their remuneration is 
increased, we will lose more. 

In examining the financial problems of medical education, the Com- 
mission has had impressed upon it the serious consequences for the medical 
schools of the lack of specific reference to the teaching hospitals associated 
with medical schools in the Hospital Insurance and Diagnostic Services Act. 
These hospitals do have special costs that are related to the teaching function 
but which are, in our opinion, quite properly definable as hospital “shareable 


1See Chapter 7. 

2In fact, a United States estimate of future supply of physicians in that country 
assumes an increasing rate of emigration from Canada to the United States. See Chapter 7. 

3See the Report and Recommendations Regarding a Medical School at McMaster 
University, Hamilton, The University, September 1963. 

*This idea is similar to the concept underlying the programme organized by St. 
Francis Xavier University at Antigonish, N.S., in the field of co-operatives to which students 
now come from many parts of the world. 
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costs” under this Act. These include a considerable portion of the salaries 
of full-time faculty, and the appropriate fees of part-time faculty, all of 
whom devote a large proportion of their time to purely hospital functions, 
as well as to a large proportion of operational research that is also a hospital 
requirement. We believe that the Department of National Health and Welfare 
should take the lead in assuring that these costs are met, and if any obstacles, 
legal or otherwise, are found, the Act and/or regulations should be amended 
to make certain that they are recognized and paid as shareable costs. 


The Commission recommends: 


140. That funds be allocated from the Health Facilities Development Fund 
to provide for one-half the cost of the required! expansion and/or 
renovation of medical schools now operating. 


141. That funds be allocated from the Health Facilities Development Fund 
to provide one-half the cost of construction of new medical schools, 
including where necessary the basic sciences facilities at the Uni- 
versité de Sherbrooke (for 1967), McMaster University (for 1968), 
a university in the Toronto area (for 1969),? University of Alberta, 
Calgary (for 1971), University of Victoria (for 1973), Universite 
de Moncton (for the mid 1970’s), and at Memorial University if the 
study we suggest above supports the idea. 


142. That the provisions of the Hospital Construction Grant be amended 
to provide one-half the cost of hospital facilities for new university 
hospitals or for expansion or renovation of existing university- 
affiliated teaching hospitals, or teaching units in non-university hos- 
pitals, the grants to cover all departments (e.g., Clinical Investigation 
Units) to a maximum of ten beds per student in the projected gradu- 
ating class. | 


143. That the Department of National Health and Welfare and the pro- 
vincial hospital insurance authorities immediately recognize expendi- 
tures on certain specialized functions of teaching hospitals as share- 
able costs under the Hospital Insurance and Diagnostic Services Act, 
including that portion of the salaries or fees of full-time and part-time 
medical school personnel that relates to what are essentially hospital 
functions, as well as expenditures on operational research related to 
quality control of care and departmental administration. 


144, That to attract more medical personnel, the Professional Training 
Grant be increased to provide for an annual grant, on application, of 


1See Chapter 13. 


?In our view, this can be based on Sunnybrook Hospital with proper safeguards 
for the entitlement of veterans. 
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$2,000 to each Canadian medical student with satisfactory perform- 
ance in his third and fourth medical years at a Canadian school of 
medicine. 


That in respect of foreign medical students enrolled in Canadian 
medical schools at the request of federal departments, a grant be made 
to the university over and above the regular fees, calculated to 
represent the amount of university subsidy of the student. (The 
amount should be negotiated between federal officials and the Cana- 
dian Universities Foundation). 


That the remuneration of part-time clinical teachers be increased to 
realistic levels. 


That the salaries paid to interns and residents in teaching hospitals 
approved for internship and resident training be increased to more 
reasonable levels. 


That the Health Sciences Research Council be encouraged to increase 
the number of research associateships at medical schools and, in addi- 
tion, make provisions for scholarships to recent medical graduates not 
yet qualified for research associateships. 


That to train sufficient personnel required for faculties in basic and 
pre-clinical science departments the present grants to graduate stu- 
dents from the National Research Council be continued and increased 
to more reasonable levels. 


That to help ensure that physicians in practice maintain their level of 
competence, medical schools inaugurate or expand their programmes 
of continuing medical education, and that fees, travel, and living 
expenses for attendance at such courses be regarded as deductible 
expenses for income tax purposes. 


That to reduce our most serious shortages of specialists in areas in 
which we are recommending rapid expansion of services, medical 
schools and teaching hospitals introduce or expand their programmes 
for post-graduate study in psychiatry, physical medicine, ophthal- 
mology, anaesthesiology, pathology, and radiology. 


That as part of a seven year crash programme, special Professional 
Training Grants of $5,000 per year be allocated to medical graduates 
undertaking post-graduate study in psychiatry, physical medicine, 
ophthalmology, anaesthesiology, pathology, and radiology. 


That funds be made available to medical schools to provide adequate 
remuneration in order to increase the ratio of full-time to part-time 
staff. 
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154. That funds be made available to those schools that wish to convert 
to year-round operations for the purpose of improving the quality of 
instruction and/or reducing the total length of time required to qualify 
for graduation or licensure to practise. 


12. Dental Education and Recruitment 


Our examination of the problem of dental education convinces us 
that it has two dimensions. The first concerns the needs with respect to 
training an adequate supply of qualified dentists. The second dimension is 
the necessity to train dental auxiliary personnel so that the professional 
capacity of the highly-trained dentist is augmented in even a modest degree 
as the capacity of the physician is now augmented in great degree by a score 
or more of different types of auxiliary workers. In comparison with practice 
successfully demonstrated elsewhere, it has become evident that Canadian 
dental practice represents a substantial waste of professional talent as dentists 
continue to perform tasks that can readily be assigned, under their supervision, 
to lesser-trained workers. We shall consider the question of dentists first. 


DENTISTS 


Although our calculations show that the number of dentists (full- 
time and part-time) required for the children’s programme will be sub- 
stantial, nevertheless, the population-dentist ratio for the balance of the 
children and the adult population will change very little. This ratio is com- 
pletely unsatisfactory now, and it will remain unsatisfactory. As young people 
lose their coverage under the Children’s Dental Programme at age 18, we 
can expect a far higher proportion to demand a continuing high level of 
service than obtains dental care now. And second, as our economic studies 
indicate, an increasingly prosperous society will be able to afford more dental 
care than it purchases now. Despite the progress we anticipate from the 
adoption of fluoridation and the Children’s Dental Programme, this genera- 
tion, we believe, will not be able to meet its total dental requirements. 

Accordingly, it is necessary to expand our output of dentists to over- 
come what are even now glaring shortages. 


The Commission recommends: 


155. That funds be allocated from the Health Facilities Development Fund 
to provide for one-half the cost of the required expansion and reno- 
vation of the dental schools now operating at Dalhousie University, 
University of Manitoba, McGill University, University of Alberta, and 
the Université de Montréal.* 





1See Chapter 13. 
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That funds be allocated from the Health Facilities Development 
Fund to provide one-half the cost of construction of five new dental 
schools in the next ten years, two to be located in Ontario, the 
University of Ottawa and the University of Western Ontario, and one 
each at the University of British Columbia (now under develop- 
ment), Université Laval and the University of Saskatchewan, 
Saskatoon.? 


That Provincial Departments of Education, in co-operation with the 
respective provincial dental associations be encouraged to conduct 
recruiting campaigns, especially among students in small towns and 
rural areas, and to attract an increasing number of women into the 
denial profession. 


That the Professional Training Grant be increased to provide for 
an annual grant, on application, of $2,000 a year to each Canadian 
dental student with satisfactory performance in his final two years 
at a Canadian Dental School. 


That the Health Sciences Research Council endeavour to expand in 
Canada the amount of research on dental disease and prevention 
both by conducting intra-mural research and by increasing its grants 
to universities. 


That to help ensure that dentists in practice maintain a high level of 
competence, dental schools inaugurate or expand programmes of 
continuing education, and that fees, travel and living expenses for 
attendance at such courses be regarded as deductible expenses for 
income tax purposes. 


That funds be made available to dental schools to provide adequate 
remuneration in order to increase the ratio of full-time to part-time 
staff. 


That funds be made available to those schools that wish to convert to 
year-round operations for the purpose of improving the quality of 
instruction and/or reducing the total length of time required to qualify 
for graduation or licensure to practise. 


That additional funds be made available to universities to enable 
dental schools to expand graduate programmes for training specialists 
and to add these programmes where they do not now exist. 


That to reduce the serious shortage of dental specialists, as part of a 
seven year crash programme, Professional Training Grants of $5,000 
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be allocated to dentists undertaking post-graduate study including 
those taking dental public health and those preparing for university 
teaching. 


165. That the dental schools provide special courses in children’s dentistry 
and that Professional Training Grants of $5,000 be made available as 
part of a seven year crash programme for dentists entering the service 
who wish to take advantage of the special courses, and preparation for 
specialist qualifications. 


166. That the Dental Licensing Authority in every province re-examine the 
general regulations with respect to the time that immigrant dentists 
are required to study in a Canadian dental school, with a view to 
increasing the inflow of qualified dentists. 


167. That dentists employed by health agencies and particularly in the 
children’s dental programme be paid adequate salaries to attract a 
sufficient number of well qualified dentists. 


DENTAL AUXILIARIES 


The increase in dentists resulting from the above recommendations 
will be of some help, but will not by any means meet our full needs. To meet 
the major demands that confront us, the Commission is convinced that it is 
now necessary to introduce a large-scale training programme to train dental 
auxiliaries who will be employed solely in the Children’s Dental Programme 
and who will work under the direct supervision of a dentist.1 

We recognize that there may be some temporary opposition, both 
inside and outside the profession, to our proposal, but the evident deplor- 
able state of dental health in this country,? combined with the scarcity of 
dentists, the scarcity of qualified professors of dentistry, and the time required 
to develop new dental schools, make emergency action imperative. Further- 
more, the measures we propose have been successful in New Zealand, and are 
being experimented with and studied in Great Britain. We are confident that 
we can develop a successful programme in Canada and that all those who 
are concerned with the dental health of our children will support the proposal 
to the full. 

The proposal is to train, as in New Zealand and now in Great Britain, 
dental auxiliaries who are qualified to prepare cavities and place fillings in 
the teeth of children, under strict pre-clinical and clinical supervision. They 
would also be qualified in dental health education and able to give instruction 
to patients in self care. 


+For a complete discussion of this proposal, see Chapter 13. 
* Canadian Dental Association, op. cit., pp. 14-15. 
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It is essential that they be licensed to practise only under the super- 
vision of a licensed dentist and be limited to practise only in the Children’s 
Dental Programme. 

These auxiliaries can be trained in two years, as both the New Zealand 
and United Kingdom experience indicate. They can be trained in a special 
programme provided by a dental school in adjacent quarters or in an institute 
of technology, supervised by a Dental School Faculty, and accredited by the 
Dental Auxiliary Advisory Committee that we recommend. | 

On the basis of our estimates, it will be necessary to have available 
at least 1,000 such qualified auxiliaries by January 1968 if the Children’s 
Dental Programme is to begin in that year on a national basis and to 
increase the number graduated each year to 1,500 in 1971. Since, in order 
to graduate these auxiliaries by 1968 it will be necessary to enrol the first 
class by late 1965, no time must be lost in organizing the educational pro- 
gramme for these auxiliaries. 


The Commission recommends: 


168. That a Dental Auxiliary Advisory Training Committee be appointed 
to the Department of National Health and Welfare, consisting, among 
others, of representatives of the Canadian Dental Association, the 
Provincial Dental Colleges or Boards, the National Dental Examining | 
Board, Canadian Dental Schools, the Dominion Council of Health, 
lAssociation des médecins de langue francaise du Canada, the 
Canadian Medical Association (Paediatric Section) and of Canadian 
women, together with the Director of the Dental Health Division, 
Department of National Health and Welfare. 

169. That this body, together with the Deans of the dental schools develop 
a curriculum that will qualify the auxiliaries in a two-year programme. 

170. That the dental auxiliaries be qualified to prepare cavities and place 
fillmgs in the teeth of children, under strict clinical and pre-clinical 
supervision, and to undertake dental health education and give 
instruction to patients im self care. 

171. That dental auxiliaries be paid an adequate salary in order to attract a 
sufficient number of applicants. 


172. That the Federal Government provide grants to dental schools and/or 
technical schools to provide the equipment and installations and pro- 
vide the professional faculty required to establish the educational 
programmes beginning in 1966, to train a minimum of 1,000 dental 
auxiliaries per year. Technical Schools should also be assisted to estab- 
lish courses for the preparation of dental technicians and dental 
assistants. 
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173. That the Professional Training Grant and the Technical and Voca- 
tional Training Grant be increased to provide bursaries to registrants 
to meet the cost of tuition, books, and maintenance. 


13. Health Professions University Grant 


In order to meet our requirements for health personnel we have 
recommended that the Professional Training Grant be expanded to provide 
bursaries for undergraduate and post-graduate study by health professionals. 
We also recognize, that if the Universities of this country are to meet 
Canada’s need for health professionals they too will require additional finan- 
cial assistance if they are to staff their professional schools. There is also 
Canada’s moral obligation to help in the training of health personnel from 
the less developed countries.1 Universities that participate in such a pro- 
-gramme will require appropriate financial assistance. 


As the Federal Government now provides grants to universities equal 
to $2.00 per capita of each province’s population, we believe that this arrange- 
ment provides a satisfactory technique for allocating funds to universities 
providing professional education for health personnel. Accordingly we 
believe that a Health Professions University Grant should be made available 
to universities through the mechanism of the Federal University Grant. 
Specific Recommendations regarding the use of the proposed Health Pro- 
fessions University Grant will be found under the following headings: 


Nurse Education and Recruitment (Recommendation 132). 
Medical Education and Recruitment (Recommendations 153 
and 154). 
Dental Education and Recruitment (Recommendations 161 
and 162). 


The Commission recommends: 


174. That quite apart from any future adjustments to the Federal Uni- 
versity Grant, it be increased by an additional annual Health Pro- 
fessions University Grant of at least 50 cents per capita, subject to 
revision in the light of future needs and developments. This Grant is 
to be allocated to universities having or establishing medical, dental, 
public health, pharmacy, nursing, physiotherapy schools, or two year 
pre-clinical programmes and that the methods of distributing this 
special Grant be arranged with the Canadian Universities Foundation. 





4 1 Canada, because of its French component, is particularly well equipped to assist in the 
training of French-speaking health personnel from emerging nations. 
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14. Health Facilities Development Fund 


In order to relieve the shortages of health personnel we require not 
only the necessary teaching staff and number of students but also the facili- 
ties where an increasing number and variety of health professions and 
Occupations can be taught. In this respect also Federal assistance on a 
co-operative basis is essential. To assist the provinces in this regard we 
recommend the establishment by the Federal Government of a fund to be 
used for the capital development of service facilities as well as educational 
institutions. The former purpose can well be served by the present Hospital 
Construction Grant as a nucleus with the amendments contained in our 
Recommendations and including in particular also the recommended Dental 
Construction and Equipment Grant.1 To this will have to be added the 
necessary funds for Federal participation in the cost of constructing, expand- 
ing, or renovating educational institutions. 

Specific Recommendations regarding the use of this new Health 
Facilities Development Fund will also be found under the following headings: 


Mental Health, Alcoholism, and Drug Addiction (Recom- 
mendations 13 and 16). 

Dental Services (Recommendations 40 and 46). 

Nurse Education and Recruitment (Recommendations 132 
aualal 2B 

Medical Education and Recruitment (Recommendations 140 
and 142). 

Dental Education and Recruitment (Recommendations 155 
and 156). 


The Commission recommends: 


175. That the Federal Government establish a ten-year capital develop- 
ment budget to assist in the provision of medical, dental, public 
health, nursing, and other health profession educational facilities, 
(including medical schools, dental schools, schools of public health, 
schools of nursing, basic sciences buildings, and equipment). The 
fund should be called the Health Facilities Development Fund and 
should incorporate the present Hospital Construction Grant. 


176. That the Hospital Construction Grant regulations be amended 
immediately to provide one-half the cost of construction of new, 
or the expansion or renovation of existing hospital out-patient 
departments. 





+See Recommendation 40. 
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15. Health Sciences Research Council 


In the preparation of our Report we have examined the many facets 
of our health services. In this undertaking one of our major problems was 
to obtain adequate data. Time and again we have mentioned the lack of 
some essential data; that we have had to rely on estimates; that further study, 
observation, and experimentation are necessary; all of which lead to numer- 
ous suggestions in our Report for further investigation of specific problems. 

Two factors are responsible for this state of affairs: (a) the absence 
of adequate historical and current data, and (b) the many dynamic forces 
continuously altering the basic problems facing the health services. As a 
‘result, our Report falls short in many instances in establishing the facts, and 
where it succeeds it can often do no more than establish a bench-mark 
from which further continuing studies are required in order to observe the 
-constant changes. 

In the past, health research was by and large synonymous with medi- 
cal research, but today we cannot ignore the many problems of a social, 
economic, administrative and purely technical nature which confront our 
health services. All these must be evaluated if the health services of the 
future are to be as effective and efficient as we want them to be. Medical 
research is and will remain an essential and basic part of any health research 
programme. But it is no longer the only area of investigation. Modern con- 
cepts in the study of the etiology of health defects by the methods of 
epidemiology and human ecology lead directly into an examination of the 
social environment. We must ensure that the educational programmes for 
all health personnel keep abreast of new developments. 

New methods in the practice of medicine must be applied within 
the framework of the existing health services which in turn require con- 
tinuing observation. In view of the complexity and cost of these services it 
is becoming increasingly important to ensure their optimum efficiency and 
co-ordination. It is no longer enough to study individual programmes in 
isolation. The interdependence of programmes is a major factor in their 
organization and appraisal. Nor does it suffice any longer to study health 
services alone. Rehabilitation, home care, and general recognition of the 
social needs of the patient require close integration of health services with 
other community facilities and organizations. The need for income main- 
tenance provisions during illness and impairment emphasizes the significance 
of these schemes in the realm of health. 

All this means that a host of new disciplines has been added to 
_ the traditional health team: the social scientist, the social worker, the archi- 
tect, the administrator, the statistician, to mention a few, all must participate 
in the study of health and health services. 
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Because of the interdisciplinary implications of this development anc 
the need to separate research from the day-to-day operation of health pro. 
grammes, whether public or private, there is a need for an independent bod; 
to undertake this kind of study. 

We have noted the recent establishment of the Medical Researcl 
Council as an organization parallel to the National Research Council. Rathe: 
than setting up an additional body to carry out the kind of health researct 
we have described here, we propose that the functions of the Medica 
Research Council be broadened to include all health research, with the 
necessary expansion of its terms of reference and its budget. This new 
agency could be called the Health Sciences Research Council. 


Accordingly we recommend in regard to the National Heaith Grants 
that the Public Health Research Grant and the portions of other Health 
Grants devoted to research be transferred to this Council. 

Specific Recommendations regarding the role of the Council wil 
also be found under the following headings: 


Mental Health, Alcoholism, and Drug Addiction (Recom- 
mendations 6, 21 and 28) 

Dental Services (Recommendations 43 and 47) 

Prescription Drug Services (Recommendation 80) 

Optical Services (Recommendation 93) 

Prosthetic Services and Appliances (Recommendation 115) 
Medical Education and Recruitment (Recommendation 148) 
Dental Education and Recruitment (Recommendation 159) 
Health Statistics (Recommendations 186, 187 and 189) 
National Health Grants (Recommendation 197(c) ). 


The Commission recommends: 


177. That the Medical Research Council be broadened by appropriate 
legislation to include all fields of health research and renamed the 
Health Sciences Research Council; as so reconstituted it be recog 
nized by the Government of Canada as its principal adviser in the 
planning and support of health research and the allocation of research 
funds; its services be available to provincial governments, voluntary 
health associations, and universities; and, further, that in the proposed 
Act for the expansion of the Council, there be provision for the 
appointment of additional outstanding persons from the health anc 
other professions. An outstanding “layman”, not connected wit! 
any particular health services programme or agency, should bo 


RECOMMENDATIONS 81 


178. 


= 179. 


180. 


181. 


182. 


183. 


184, 


185. 


appointed Chairman.' This does in no way imply any criticism of 
the structure of the present Medical Research Council or of its 
distinguished Chairman but in the expanding role of the Council 
recommended here, embracing other health fields, we believe that 
a neutral person rather than a member of one of the health profes- 
sions would be desirable as Chairman as and when a vacancy occurs. 


That the operating budget of the Council be progressively increased, 
by an annual amount of $2,000,000 over the next five years, and 
that the Council be authorized to hold funds from other sources 
such as foundations or other agencies. 


That the Council be encouraged to increase the number of research 
associates at medical, dental, pharmacy, and university nursing 
schools and, in addition, make provision for scholarships to recent 
medical, dental, pharmacy, and nursing graduates not yet qualified 
as research associates. 


That grants be available to teaching hospitals for experimental 
research. 


That the Council conduct and provide grants for research in the 
medical, biological, and related sciences, basic drug research, and 
any other scientific research including research in the social sciences, 
having as its objective the improvement of the health of the Canadian 
people. 


That the Council support research concerning the most effective train- 
ing and use of health workers. 


That it be a continuing responsibility of the Council to conduct or 
provide grants for the conduct of studies evaluating the effectiveness, 
efficiency, and co-ordination of the various elements of the health 
services complex. 


That the Council provide advice and guidance, and participate in 
developing and maintaining a continuing system of health statistics 
in Canada as well as in ad hoc studies for the assessment of current 
health problems and their trends, including the maintenance of a 
dental health index as established by the Canadian Dental 
Association. 


That the Council be authorized to appoint a research director, 
medical, non-medical research staff, and technical advisory com- 
mittees as required. 





1The Chairman of the Medical Research Council in Britain is one of the three 


“lay” members of the Council. See Medical Research in Britain, Reference Division, Central 
Office of Information, London: May 1963, p. 15. 
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16. Health Statistics 


Throughout this Report we have referred on a number of occasions 
to inadequacies of basic data relating to the health status of the Canadian 
people, health expenditures, health manpower, and numerous other aspects. 
The inadequacies are of three types: (a) there are, on the one hand, major 
gaps in the field of health statistics, and, on the other, there is some duplica- 
tion; (b) existing data are frequently not comparable because of a lack of 
uniformity in concepts, classification and coverage; (c) statistics are published 
after great delay thus impairing their usefulness for analytical, policy and 
administrative purposes; for example, the latest comprehensive hospital 
statistics made available to this Commission as at the beginning of 1964 were 
those for 1960.1 

It has been presented to us that the main gaps in health statistics in 
Canada centre around three areas: (a) statistics of health care, (b) statistics 
of general morbidity in the population, and (c) statistics relating to health 
economics.” 

The Dominion Bureau of Statistics, the Government’s central statistical 
agency, has been responsible for the collection of most health statistics. In 
recent years, in an effort to fill some of the gaps in statistical knowledge in 
the health field, the Department of National Health and Welfare has under- 
taken a number of statistical projects and analytical studies. Our Commis- 
sion has had full access to the health and related statistics produced by the 
Dominion Bureau of Statistics, and data compiled and analytical studies 
undertaken by the Department of National Health and Welfare. We found 
most of the material supplied to us very useful notwithstanding some of the 
inadequacies noted above and we are particularly indebted to the Depart- 
ment of National Health and Welfare for the studies undertaken® and 
research assistance given. But, what impressed us in examining the data 
and the studies was the lack of co-ordination of the work of these two 
agencies (and such other agencies which contributed data used by these 
departments), and the fact that the collection of statistics in many instances 
were unrelated to the over-all objective of assessing the health needs and 
health progress of the Canadian people. 

We feel that health statistics, just as statistics in other social and 
economic fields, should not be collected for the sake of statistics or for trivial 
purposes, but to provide the basic information which contributes to our knowl- 
edge of changes taking place in the health status of the Canadian people, or 
programmes to meet health needs, as well as evaluations of programmes and 
requirements. Such data, if available on a continuing, comprehensive, com- 


1See Chapter 8, Table 8-2. 
2 We deal with these matters further in Volume II. 
® See Appendix B. . 
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parable, co-ordinated and current basis would aid greatly in the type of health 
planning such as we recommend be undertaken by the Health Sciences 
Research Council. 

Specific Recommendations regarding health statistics will also be 
found under the following heading: 

Prescribed Drug Services (Recommendation 82). 

Health Sciences Research Council (Recommendation 184). 


The Commission recommends: 


186. That the Dominion Bureau of Statistics and the Department of 
National Health and Weliare, in consultation with the Health Sciences 
Research Council, and other appropriate Federal and Provincial 
Government and non-government agencies present to the Government 
an outline of a programme of improving health statistics in Canada 
and that such a programme be adopted. 

187. That a more effective division of labour be worked out between the 
Dominion Bureau of Statistics and Department of National Health 
and Welfare with the former concentrating on the collection and 
examination of health and related statistics, and the latter on the 
interpretative analysis of the data, recognizing that im certain research 
projects the Department would be the appropriate agency to collect 
and process the required statistics. These two agencies should co- 
operate with the Health Sciences Research Council in developing 
concepts, definitions and methodology relating to health statistics with 
the latter published without undue delay. 

188. That sufficient funds be made available to the Dommion Bureau of 
Statistics and the Department of National Health and Welfare to 
undertake a programme of statistical improvement and research. 

189. That the statistics and research functions of the Department of Na- 
tional Health and Welfare and the activities of the Dominion Bureau 
of Statistics in the field of health statistics be dovetailed and co-ordi- 
nated with the functions of the Health Sciences Research Council. 


I. FINANCING AND PRIORITIES 


17. Over-all Financing 


We have outlined in the Health Charter a basic approach to financing 
the Health Services Programme as recommended in this Report by saying that 
we endorse first the principle of prepayment in the personal health care field 
such as is now in operation in the hospital field, secondly that a prepaid 
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programme of personal health services should be provincially organized and 
administered with the staging, timing and scope determined by provincial 
governments, and thirdly that the Federal Government contribute to the 
financing of such a programme through federal grants in the following way: 


(1) a contributory grant of 50 per cent of the actual costs; 


(2) an administrative grant of 50 per cent of the administration costs of 
the programme not to exceed five per cent of the actual costs; 


(3) a fiscal need grant to assist provinces whose fiscal capacities are below 
the Canadian average to enable these provinces to provide health care 
services at standards comparable to the rest of Canada taking into 
account factors of geography, climate, and health resources. 


Our studies show that most western nations now devote between 4.5 
and 5.5 per cent of Gross National Expenditure to health care, including 
health services, health capital, research and education of health personnel, 
with these proportions rising. In 1961, Canada was devoting about 5.4 per 
cent of Gross National Expenditure when expenditures were measured in 
current dollars and 5.2 per cent when expenditures were measured in constant 
(1957) dollars. 

Canadians are now spending 5.4 per cent of Gross National Expendi- 
ture on health care. If we carry on with the same services as we have now, 
the proportion of Gross National Expenditure, measured in current dollars, 
devoted to health care will rise to 5.5 per cent by 1971. If a Health Services 
Programme such as we recommend is implemented, the proportion of health 
care expenditures to Gross National Expenditure would be of the order of 
6.1 per cent in 1971, or a difference of about one-half a percentage point as 
between a planned and comprehensive Health Services Programme and our 
present relatively unplanned and incomplete health care programme. 

In terms of constant (1957) dollars, if a Health Services Programme 
such as we recommend is implemented, the proportion of Gross National 
Expenditure allocated to health care would be of the order of 6.0 per cent in 
1971, an increase of .8 percentage points over the decade, and to 6.4 per 
cent in 1991, an increase of 1.2 percentage points over the thirty-year period. 

These percentages have been calculated on the basis of a projected 
growth of Gross National Expenditure (Gross National Product) over the 
period 1961-1991 consistent with an average rate of unemployment of 4 per 
cent a year and average labour productivity which grows at a rate of 2.75 
per cent a year. We have also estimated the proportion of Gross National 
Expenditure devoted to health care on the basis of a lower rate of growth 
of Gross National Expenditure that is consistent with an average unemploy- 
ment rate of 5 per cent a year and average labour productivity that grows at 
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a rate of 2.25 per cent a year. Using this lower projection, the proportion of 
Gross National Expenditure allocated to health care would be somewhat 
higher. 

On the basis of programmes as currently constituted, the proportion 
of this smaller Gross National Expenditure, measured in current dollars, 
devoted to health care would rise to 5.8 per cent by 1971. If a Health Serv- 
ices Programme such as we recommend is implemented, the proportion of 
health care expenditures to Gross National Expenditure would be of the 
order of 6.4 per cent in 1971, or a difference of about one-half of one 
percentage point. 
| In terms of constant (1957) dollars, if a Health Services Programme 
such aS we recommend is implemented, the proportion of Gross National 
Expenditure allocated to health care would be of the order of 6.4 per cent in 
1971 and 7.4 per cent in 1991, an increase of 1.2 percentage points over the 
decade and 2.2 percentage points over the thirty-year period. 

The details of these variations are elaborated in Chapter 20 but it is 
indicated there that with a lower rate of growth of Gross National Expendi- 
ture, the proportion spent on health care likely would not exceed 7 per cent 
over the period 1961-1991. 

We believe there should be an appropriate relationship between the 
resources devoted by the Canadian nation to health services and resources 
devoted to other purposes. We are convinced that Canada’s expanding 
economy can afford to devote 6 per cent of the Gross National Expenditure 
to health services in 1971 and between 6.4 to 7 per cent in 1991, without 
in any way affecting detrimentally the requirements of the Canadian people 
for other goods and services to build a stronger economy and to achieve a 
higher standard of living. | 

In essence, most of Canada’s expanding health care programme could 
be paid for out of additional earned income resulting from more efficient use 
of our resources and continuing growth of the economy. We believe that the 
expansion of the Canadian economy which we envisage over the next 30 
years is fully realizable with competent private and public management of our 
affairs and the determined pursuit of sensible and practical economic 
policies. We conclude that Canada’s future economic growth is of such an 
order, even under conservative assumptions, that this country can readily 
implement the health care programme recommended in this Report. 

Although the implementation of the public Health Services Programme 
we envisage would not lead to a substantial increase in the proportion of 





1For a description of the alternative projections of Gross National Expenditure 
(Gross National Product) see Chapter 19. 
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Gross National Expenditure allocated to health care, it is evident that an 
increased amount of revenue will have to be raised by governments. This 
is the result of a shift of personal health care expenditures from the private 
sector to the public sector of the economy to the extent that present direct 
payments or payments through voluntary plans, would be replaced by taxes 
or premiums for the future public programme. The individual Canadian will 
have to pay more in taxes or premiums but he will have more spending 
power from which to pay. Moreover, an expanding Gross National Product 
will enable the Federal Government and the Provincial Governments to 
obtain increasing revenues from the tax system even without substantial 
changes in taxation rates. In view of the fact that there is another Federal 
Royal Commission examining the whole field of taxation, we are abstaining 
from specific recommendations in the field of financing health services. 
However, we wish to make a few general observations. 

We wish first to refer to the recognition by numerous groups encom- 
passing people in all walks of life from one end of Canada to the other, that an 
expanded health care programme would result in increased taxes including 
premiums and their expressed willingness to accept such additional taxes, 
appropriately distributed, to pay for the benefits accruing to Canadians from 
a comprehensive health care programme. 

We have outlined several methods of prepayment in the Health — 
Charter including financing by means of premiums, subsidized premiums, 
sales and other taxes, supplemented by funds, as each province may deter- 
mine, from its general revenues, and by Federal Government grants as out- 
lined above under (1) to (3). To qualify for a Federal Government grant a 
province would not be required to conform to any rigid pattern provided the 
health services included under the plan would cover everyone in the province 
and be available to all regardless of age, state of health, or ability to pay, 
upon uniform terms and conditions. 

Our analysis in Chapter 10 has brought out the point that provinces 
have chosen a variety of means for paying hospital costs under the present 
shared programme. In so doing they have chosen what they consider the 
means most suitable to their economies. We believe that this pattern of 
provincial methods of financing should also apply to shared programmes 
in the personal health care sector as recommended in this Report. 

There are other areas of fiscal capacities which provinces may explore 
as possible sources of financing to pay for their share of a personal health 
care programme. One possibility would be to incorporate the present 
employer-employee method of medicare prepayment into a general con- 
tributory system to finance all health services. 


1See Chapter 21. 
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Another possibility is that urged upon us by La Filiale du Québec de 
L’Association des Médecins de Langue Francaise du Canada,! of provincial 
lotteries provided the net proceeds are used solely for health purposes. This 
would involve, of course, an amendment to the Criminal Code. We do not 
advocate the use of lotteries. But where a province desires to operate a 
lottery solely to assist in the financing of health services, the Federal Gov- 
ernment, when requested by a province to do so, might submit to Parliament 
appropriate amendments to the Criminal Code. 

The Federal Government’s revenue to finance its share of the health 
care programme including hospital services must come from taxes imposed 
by Parliament. We are aware of the claims that when governments pay for 
services out of general revenue, the recipient of the services is not sufficiently 
aware of the costs to him. Accordingly, in the raising of funds required to pay 
for its share of the costs of the programme as proposed, the Federal Govy- 
ernment, although not earmarking revenues, ought to identify in the mind of 
the taxpayer such additional taxes with the health care services he is getting. 

A final point relates to the effectiveness of the Federal Government’s 
contribution to the operation of programmes generally under provincial 
jurisdiction through a shared grant system. We have examined the effective- 
ness of this method of Federal Government’s financial participation in pro- 
vincially operated and administered programmes in Chapter 21,7 and we 
have concluded that this method is the most effective and practical means of 
initiating new programmes in the health field to give all Canadians that equality 
of opportunity essential to Canadian unity and progress as a nation. 

However, we can visualize a time when the comprehensive and 
universal health care programme which we have recommended has been 
adopted by all provinces and has been in operation for a number of years 
thus demonstrating its viability and its full endorsement by the people of 
Canada. 

When that stage has been reached, and if a province so requests, 
consideration could be given to a method of financing whereby the Federal 
Government would vacate such a portion of tax fields as would yield revenues 
to a province corresponding to what it was receiving in the form of Federal 
grants, provided that the province in question would undertake to operate 
in the future the programme on the broad basis then established, and con- 
tinue to participate with the Federal Government and other provinces in the 
planning and integration of health services for all Canadians. 





1La Filiale du Québec de L’Association des Médecins de Langue Francaise du Canada, 
' brief submitted to the Royal Commission on Health Services, Montreal, April 17, 1962, p. 37. 

2 See also Hanson, E. J., Public Finance Aspects of Health Services, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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The Commission recommends: 


190. 


191. 


192. 


193. 


194. 


195. 


That methods of financing the provincial share of the personal health 
care programme recommended be left entirely to the provinces as is 
presently the case with the method of financing the provincial share 
of the hospital insurance programme. 


That provinces explore additional methods of financing including 
the possibility of incorporating the present employer-employee 
method of medicare prepayment into a general contributory system 
to finance all health services. 


That the Federal Government, if requested by a province wishing to 
operate a lottery solely to assist it in the financing of health services, 
might submit to Parliament for approval the appropriate amendment 
to the Criminal Code. 


That the Federal Government finance its share of costs of the health 
care programme consisting of a 50 per cent contributory grant of 
the actual costs, an administrative grant of 50 per cent of the admin- 
istration costs of the programme not to exceed 5 per cent of the 
actual costs, and a fiscal need grant to financially weaker provinces 
through an equitable system of taxation. 


That taxes collected by the Federal Government to pay for the 
expanded Health Services Programme be identified in such a manner 
as to make it clear to the taxpayer that the taxes paid cover the health 
service benefits made available to him. 


That as and when the comprehensive and universal Health Services 
Programme recommended has been adopted by all provinces and 
has been in operation for a number of years, the Federal Government 
consider, if so requested by a province, to vacate an appropriate 
portion of tax fields equivalent to the Federal grant payable to that 
province provided that the province in question undertakes to operate 
in the future the programme on the broad basis then established, and 
continue to participate with the Federal Government and other! 
provinces in the planning and integration of health services for all 
Canadians. 


18. National Health Grants 
The National Health Grants, as described in Chapter 10, fall into: 


five main categories: 


(1) Grants for services in respect of specific diseases or for a specifice 


group: 
(a) Mental Health 
(b) Tuberculosis Control 
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(c) Cancer Control 
(d) Medical Rehabilitation and Crippled Children 
(e) Child and Maternal Health 


(2) A grant for general public health activities and services (General 
Public Health Grant). 


(3) A grant for research related to public health (Public Health Research 
Grant). 


(4) A grant for training of professional health workers (Professional 
Training Grant). 


(5) A matching grant for the provision of health facilities (Hospital 
Construction Grant). 


The five disease-oriented grants and grants for specific groups, 
specifically Mental Health, Tuberculosis Control, Cancer, Medical Rehabilita- 
tion and Crippled Children, and Child and Maternal Health, have been used 
for a variety of purposes including treatment, research, personnel training, 
and other functions that are traditionally termed “public health”. As our 
Health Services Programme recommendations are adopted by the Federal 
Government and implemented by the provinces, there should be a “phasing 
out” of these five grants, although they should be retained for those prov- 
inces that do not immediately implement the Health Services Programme. 
This is especially important in the case of the grant for Medical Rehabilita- 
tion and Crippled Children which will probably have to be increased for 
the interim financing of services to crippled children. 

With the implementation of the Health Services Programme there 
still will remain a number of functions, specifically “public health” and 
research, now associated with the five grants for specific diseases and specific 
groups. Thus “public health” functions have been financed by funds from 
the Mental Health, Tuberculosis, and other Grants, while sizeable sums have 
been allocated from these specific grants to the Public Health Research 
Grant. This is evident from the fact that in the recent years total spending 
on research exceeded the amount specifically allocated to the Public Health 
Research Grant by over 100 per cent. 

The existing Public Health Grant and Public Health Research Grant 
must necessarily be expanded by allocating to them a certain portion of the 
five categorical grants as these are discontinued. 

One other grant should be retained and augmented. This is the 
grant for professional training which has also been supplemented by 
allocations for educational purposes from the other grants, bringing the total 
Spent on professional training to more than double the amount of the Profes- 
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sional Training Grant. References to the future role of this Grant will be 
found under the following headings in this chapter: 
Mental Health, Alcoholism, and Drug Addiction (Recom- 
mendations 2, 3, 4 and 22) 
Optical Services (Recommendation 94) 
Prosthetic Services and Appliances (Recommendation 115) 
Nurse Education and Recruitment (Recommendations 134-136) 
Medical Education and Recruitment (Recommendations 144 
and 152) 
Dental Education and Recruitment (Recommendations 158, 
164, 165 and 173) 


In addition, as recommended elsewhere,! a new grant should be 
introduced immediately to provide for the children’s dental health pro- 
gramme. The Hospital Construction Grant is to be transferred to the Health 
Facilities Development Fund. 

Specific Recommendations regarding the National Health Grants 
Programme apart from the Professional Training Grant will also be found 
under the following headings: 

Dental Services (Recommendations 39, 41 and 51) 

Hospital Services (Recommendation 102) 

Home Care Services (Recommendations 122 and 123) 

Health Facilities Development Fund (Recommendation 176) 


The Commission recommends: 


196. That provision be made for terminating the present pattern of health 
erants to provinces for specific disease categories and client groups 
as each province begins to receive its Medical Services Grant, but 
that the grants be continued in their present form for the remaining 
provinces until all are im receipt of the Medical Services Grant. The 
one exception should be the grant for Medical Rehabilitation and 
Crippled Children, which should be extended as an interim measure 
in order to implement our Recommendation 200(c) that services to 
crippled children be given priority. 

197. That for those provinces receiving the Medical Services Grant, the 
following grants be continued; with these modifications: 

(a) The General Public Health Grant should be increased to $1.00 | 
per capita. 

(b) The Professional Training Grant should be increased in accord- - 
ance with the requirements of our Recommendations respecting | 


1See Recommendation 39. 
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this Grant. Provision should also be made for greater flexibility 
im its bursary, book and fee allowances. 


(c) The funds appropriated in the Public Health Research Grant 
and responsibility for its administration, as well as the amounts 
in other grants currently being allocated to research should be 
transferred to the Health Sciences Research Council. 


198. That a Children’s Dental Health Grant be introduced in 1967 to 
underwrite one-half the cost of a Children’s Dental Programme to 
commence in 1968. 


19. Priorities 


We emphasized in Chapter 1 certain areas in which we consider the 
need for action particularly urgent. We are firmly convinced that most of the 
services recommended under the Health Services Programme? can be pro- 
ceeded with promptly and we wish to emphasize again what we have already 
said? namely that: 


“While we are aware that shortages of physicians, dentists, nurses, and 
other paramedical personnel will make it difficult to establish the full 
personal Health Services Programme our Charter envisages, none the less 
the fact that there are shortages must not be used as an excuse to delay 
initiating programmes and plans.” 


Where shortages of personnel exist or are anticipated, steps must be taken 
immediately for the education and training of adequate numbers of personnel 
and, where necessary, for the required expansion of education and training 
facilities, through the crash programmes we have recommended. 

We present here priorities for the implementation of various parts of 
the programme but in so doing wish to make it clear that this does not mean 
that one stage of the programme has to be completed before another can be 
Started: certainly one service can be planned while another is being imple- 
mented. Planning should normally proceed simultaneously for several services. 

The introduction of any service must, of course, be preceded by 
administrative and fiscal planning. 


The Commission recommends: 


199. That a Federal-Provincial Conference be convened within six months 
of the tabling of Volume I of this Report: 
(a) to initiate the necessary planning and fiscal arrangements for the 
co-ordinated implementation of the programme as a whole; 


+See Recommendation 1. 
2See Chapter 1. 
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200. (1) 


(2) 


(3) 


(4) 
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to reach agreement on the implementation of the Health Services 
Programme we have recommended. 


That pending the holding of this conference, action be taken to 
implement the recommended changes in the scope of the Hospital 
Insurance and Diagnostic Services Act, in particular: 

(a) designation of wards of mental hospitals in which patients 
are receiving active or convalescent care, and tuberculosis’ 
hospitals as “facilities” under the Hospital Insurance and 
Diagnostic Services Act; 

(b) provision of out-patient services as a condition of any 
further payment in respect to in-patient benefits; 

(c) recognition of diagnostic facilities in recognized clinics and 
specialists’ offices as “facilities” under the Act. 


That during the same period consultation should be initiated 

with the educational institutions: 

(a) looking to the implementation of those recommendations 
concerning the crash programmes for the education and 
training of health personnel; 

(b) the organization and allocation of the resources required 
to introduce the Children’s Dental Programme. 


That the provision of services to retarded children and to 
crippled children be made available at an early date under the 
Mental Health Services and the Health Grants Programmes. 


That the necessary legislation be enacted as soon as possible 
expanding the Medical Research Council into the recommended 
Health Sciences Research Council and providing it with adequate 
funds. 


With respect to all the other recommendations, these should be adopted 
as agreement can be reached with provinces and the organizational and 
financial arrangements can be made. 


IMPLICATIONS OF RECOMMENDATIONS 


We can now state what are the significant manpower, facilities and 
financial requirements implied in our recommendations over the decade 
1961-1971 and, when applicable, the period 1961-1991. 

Although efficient organization and a continuing re-assessment of the 
structure of health services will improve the amount and quality of health 
care, it will not, by itself, be sufficient to provide Canadians with the best 
possible health care. In the light of the growth and the changing structure of 
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the Canadian population, their increasing per capita incomes, the development 
of scientific and medical research, and the growing awareness of the benefits 
of health services, this can only be done by expanding the supply of qualified 
health personnel and appropriate health facilities. Despite the advances made 
over the post-war period and the fortunate position of Canadians, relative to 
many other countries in the world, the task of providing sufficient personnel 
and facilities is still a formidable one. 


MANPOWER 


To provide the health services Canadians will need in the future, the 
significant health personnel must be expanded in the following manner: 


1. Physicians—Between 1961 and 1971, 7,100 physicians must be 
added to the existing supply. After migration, retirement and other 
losses, the net addition will be 5,340. Between 1961 and 1991, there 
must be a net increase in the supply of physicians of at least 19,350. 


2. Dentists—Between 1961 and 1971, at least 2,130 dentists must be 
added to the supply of dentists. After migration, retirement and other 
losses, the net addition will be 1,270. Between 1961 and 1991, there 
must be a net increase in the supply of dentists of at least 8,550. 


3. Nurses—Between 1961 and 1971 our projections indicate that, as a 
minimum estimate, around 20,000 nurses must be added to the supply 
to match growing needs and to replace those leaving the profession, 
while a maximum estimate suggests that additional estimates could 
approach 42,000. Many of these additional nurses will require a 
university degree and post-graduate training. 

4, Dental Auxiliaries—Between 1968 when the Children’s Dental 
Programme is projected to begin and 1971, the supply of dental 
auxiliaries must be increased by about 3,000. By 1976, this number 
must increase to about 9,000. 


FACILITIES 


To produce the health services and health personnel required the fol- 
lowing significant educational facilities and hospital facilities must be provided: 
5. Medical Schools—Between 1961 and 1971, 476 new places must be 
provided by the expansion of existing medical schools and the con- 
struction of 4 new medical schools. Between 1961 and 1991 the num- 

ber of new places must increase by over 1,000. | 
6. Dental Schools—Between 1961 and 1971, about 100 new places must 
be provided by the expansion of existing dental schools, while 
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between 1961 and 1991 the number of new places must increase by 
about 300, which will require the construction of 4 additional 
schools by 1979. 


7. Schools for Dental Auxiliaries—By 1968, between 7 and 10 new 
schools must be established to train dental auxiliaries. 


8. Hospital Facilities—Between 1961 and 1971, our projection of the 
need for hospital care envisages the construction of 60,000 beds. Of 
these 40,000 are needed to meet the requirements of population 
growth and improved patient care for the mentally ill and retarded, 
and 20,000 for replacement of obsolete beds or to compensate for the 
shift in population from rural to urban areas. 


FINANCES 


The financial implications of the provision of health services in the 
future are presented here in two ways: in constant (1957) dollars, or real 
outlays, for a number of years between 1961 and 1991, and in current 
dollars for the years 1966 and 1971. The projection of constant (1957) 
dollar expenditures has been carried out only on the assumption that the 
programmes recommended in this Report are implemented. The projections 
of current dollar expenditures have been made in two ways: (1) assuming 
no change in the scope of public health care programmes as they existed in 
1961, and (2) assuming the implementation of the programmes recom- 
mended in this Report. The proportion of Gross National Expenditure allo- 
cated to health care under these various assumptions has been outlined above 
on pages 84 and 85, the remaining estimates are presented below. 


Constant (1957) Dollar Expenditures, 1961-1991: The major financial 
implications of these projections in constant (1957) dollars are: 


9. Assuming the implementation of the programmes recommended here 
and including health research and grants-in-aid of education, between 
1961 and 1971 per capita expenditures are projected to rise from 
$99 to $150 and total expenditures to rise from $1,813 million to 
$3,390 million. 


10. Between 1961 and 1991, again assuming the implementation of the 
programmes recommended here, and including health research and 
health capital, per capita expenditures are projected to increase from 
$99 to $240 and total expenditures from $1,813 to $8,427 million. 





1 Because of limitations on the available data it has not been possible to project 
expenditures on health research and health education assuming no change in the scope of 
public health programmes as they existed in 1961. For a discussion of this point see 
Chapter 20. 
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Current Dollar Expenditures, 1961-1971: The major financial implications 
of these projections are: 


ie 


i. 


ee 


Assuming no change in the scope of public health care progtammes 
and excluding expenditures for health research and grants-in-aid of 
education, between 1961 and 1966 per capita expenditures are 
projected to rise from $110 to $142 and total expenditures to rise 
from $2,007 million to $2,873 million. Between 1966 and 1971 per 
capita expenditures are projected to rise to $178, and total expendi- 
tures to rise to $4,015 million. 


Assuming the implementation of the programmes recommended here, 
and excluding health research and grants-in-aid of education, between 
1961 and 1966 per capita expenditures are projected to rise from 
$110 to $147, and total expenditures to rise from $2,007 million 
to $2,994 million. Between 1966 and 1971 per capita expenditures 
are projected to rise to $195, and total expenditures to rise to $4,407 
million. If health research and grants-in-aid of health education are 
included with projected health expenditures, by 1971 per capita 
expenditures are projected to amount to $198 and total expenditures 
to $4,481 million. 


By 1971, the annual cost of continuing our present system of health 
services, with all its limitations, and inadequacies, would be $4,015 
million or $178 per person. For an additional $466 million, or $20 
per person, we will be able to finance the universal, and comprehen- 
sive Health Services Programme we recommend.! This would make 
available to all Canadians the best possible health care which we 
can now foresee, but above and beyond that it would provide the 
foundations upon which the genius of Canada’s scientists would flour- 
ish and open up vistas of better things to come as science proceeds 
to uncover the secrets of disease and to discover new methods in 
the age old struggle to conquer it. 


CONCLUSION 


In conclusion may we be permitted to hope that all concerned with the 


good health of Canadians will work together in harmony and dedication at 
all levels of government. Impressive results can be expected when real 
co-operation exists and a sense of urgency prevails. For example, we might 
instance the achievements of busy people with the co-operation of the 





*For a more detailed discussion, see Chapter 20. 
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Federal and Provincial Health Departments in the wake of the thalidomide 
tragedy. An interprovincial committee formed in August 1962 met one month 
later and during the next six months visited appropriate centres in the United 
States and Europe assimilating and consolidating all relevant information. In 
November 1962 a preliminary course was held for representatives from each 
province, followed by a much more comprehensive course attended by 110 
selected representatives from all provinces in May 1963. Research grants 
applied for and promptly provided by the Federal and Provincial Governments 
on a cost-sharing basis made possible the establishment of three prosthetic 
research and training centres in Montreal, Toronto and Winnipeg, which 
have already produced significant contributions to the care of the children 
involved. May Canadians not hope for similar prompt action and co-operation 
in other fields of health care? 


3 


Changing Concepts of Health and Health Care 


Our Terms of Reference require us to define “the best possible health 
care’, yet despite the advances in medical knowledge in recent decades 
the concept of health evades precise definition. The more we discover of 
man’s physical and social nature, the more difficult is the task of arriving 
-at a consensus. Through the centuries man has tended to define health in 
terms of its negative manifestations evident in disease. For primitive man 
disease was a disaster due to the action of evil spirits; therapy aimed at 
destroying or driving out the evil spirit. The Egyptians attempted to postulate 
principles of disease causation based upon observation and experience. Their 
limited success in determining the nature and treatment of surgical disorders 
was due to their idea that disease was related to pus formation, fever and 
rapid heart beat. 

The Greeks based the idea of health on empirical observation and 
the relationship between observations. In this way they attempted to formu- 
late universal laws. The “Hippocratic Corpus”, a collection of medical 
treatises, attempted to explain the relationship between the sick person and 
the world in which he lived.t Life was held to be worth preserving only 
as long as it could be useful. 

The Judeo-Christian tradition stressed the worth and dignity of the 
person and the sanctity of human life. Since disease caused suffering, the 
healthy were exhorted to care for the sick; to do so was considered an act 
of grace. With the Renaissance came experiment and measurement and a 
greater interest in the physical and spiritual nature of man. This interest in 
verifiable data concerning man’s physical nature was invaluable for the 
study of disease and its manifestations. 

The scientific approach to the nature of man was carried forward 
by Descartes and Kant, and into the era of scientific medicine in which 
man was viewed in mechanistic terms and disease the result of the intro- 
duction of virulent micro-organisms into the body. This doctrine of specific 





1 Pellegrino, Edmund D., “Medicine, History, and the Idea of Man”, in The Annals 
of the American Academy of Political and Social Science, March 1963, Vol. 346, pp. 9-20. 
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aetiology,’ while a dynamic force in medical progress, overlooked the 
fact that “most disease states are the indirect outcome of a constellation of 
circumstances rather than the direct result of single determinant factors’’.* 
This view is now giving way to the idea that the social and psychological as 
well as the physical characteristics of the total environment, in large part, 
affect the disease patterns of the community. This theory is related to the 
Greek idea of health as a proper balance between the mental and the physi- 
cal, between mind and body. | 

These ideas of the nature of disease are closely tied to the prevail- 
ing philosophical beliefs about the nature of man. They are also related to 
the individual’s experience and learning in a particular social milieu. This 
experience colours his definition. Professor E. L. Koos considers that, 
“educational achievement, variations in experience, the ability or inability to 
purchase medical care, group-held beliefs—all of these can play a part in 
determining what is to be considered an illness”.? Robinson, Redlich and 
Myers* have shown that mental illness is defined differently in various socio- 
economic strata in the same society. These differences affect a person’s 
recognition of the symptoms of illness and his decision to seek assistance. 
Human attitudes are the basis for much of the untreated and mistreated 
illness in our society. 

Nevertheless, all societies are similar in that they have recognized 
certain practices that attempt to transform a state of illness into a state 
of health. Such practices represent the body of medical knowledge in the 
society and its application. The extent to which these practices are based 
on scientific principles and not merely mythical beliefs will affect the rate 
of progress in the health field. Furthermore, medical knowledge helps to 
identify and deepen the meaning of illness and the possibilities of regaining 
“good” health. It is the relationship of these three factors within the total 
environment which largely determines what a community will consider at 
any moment of time, as the best possible health care available. 

The changing attitude towards sickness, and thus to provision 
of health care, can be seen in the privileged status that the sick person has 
come to achieve in western societies.» While we expect the healthy person 
to perform his social and economic tasks at optimum capacity relative to 
his age, sex, education and the like, the sick person is recognized as unable, 
in some degree, to fulfil these responsibilities. This takes account of four 


1 Aetiology is the science of the causes of disease. 

2 Dubos, René, Mirage of Health, New York: Harper & Brothers Publishers, 1959, p. 86. 

3’ Koos, E. L., The Health of Regionville, New York: Columbia University Press, 1954. 

Robinson, H. A., Redlich, F. C., Myers, J. K., “Social Structure and Psychiatric 
Treatment”, American Journal of Orthopsychiatry, Vol. XXIV, 1954, pp. 307-316. 

5See, for example, The United Church of Canada, brief presented to the Medical 
Services Insurance Enquiry, Toronto, January 1964, pp. 8 and 9. 
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main features of the status of the sick person:! (1) the incapacity due to 
illness is seen as being beyond the powers of the individual to overcome 
through his own decisions; it requires some form of therapeutic process for 
recovery; (2) the fact of recognition of sickness and the resulting incapacity 
serves to justify the exemption of the individual in varying degrees, ways, 
and periods of time from his normal obligations; (3) the realization on the 
part of the sick person that along with the recognition of illness as a legiti- 
mate state there goes a corresponding obligation to co-operate in the thera- 
peutic process; (4) the obligation on the part of the sick person and his 
family to seek adequate help and to co-operate with the competent indi- 
viduals and agencies in their efforts to bring him back to health. 

The tremendous strides of medicine in the last century and more 
specifically in the past 25 years in industrialized societies have become an 
accepted fact of social and economic progress and have changed the whole 
concept of health care. The investigation of cellular structure has been 
made possible with the improvement and introduction of new types of micro- 
scopes and microscopic techniques while organic and physical chemistry 
and physics have revolutionized physiology. Bacteriology has led to spec- 
tacular advances in the field of public health, and in other areas of medical 
and institutional care. New scientific techniques have facilitated the diagnosis 
of a wide variety of illnesses, while the introduction of psychiatry has 
revealed new and hitherto hidden conditions. The rate of progress in medicine 
as in science generally has increased with the passage of time so that today 
the unusual discovery is almost common. Complicated surgery, the electron 
microscope, isotopes, poliomyelitis vaccines and antibiotics and many other 
new devices and techniques have become part of everyone’s vocabulary. 
This undeniable progress has stimulated the public demand for the very 
latest innovation in medical care. An example is the increased demand for 
the so-called “wonder drugs” which, in the eyes of many, completely replace 
the traditional ways of relieving or curing a variety of ills. This outright 
demand for “wonder drugs” or other forms of “miracle therapy” is a conse- 
quence of the great successes achieved by medicine. A generation which can 
remember the introduction of the sulpha drugs and the advances which 
medical technology has made since that time has come to expect “miracles”’. 
The growing confidence in modern medicine and health institutions gen- 
erally is motivating more people to seek health care, sometimes perhaps 
even to the extent of making excessive demands for services. 

While the gradual removal of financial barriers has, no doubt, con- 
tributed to the growth of the demand for health care, phenomena like the 


1Parsons, T., “Definitions of Health and Illness in the Light of American Values and 
Social Structure”, in Patients, Physicians and Illness, ed. E. G. Jaco, Glencoe, Illinois: The 
Free Press, 1958, pp. 165-187. 
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increasing proportion of voluntary admissions to mental institutions are 
evidence both of a changing attitude towards what is the appropriate level 
of health care as well as an indication of the effectiveness of such care. 

In spite of the advances in medical care and the substantial improve- 
ment in the provision of health services we cannot say that Canadians as 
yet receive the best possible health care. In part this is the consequence of 
changes in the environment. But it is also due to the changes wrought by 
improved medical care itself. The incidence of certain illnesses all vary, 
for example, according to geographic area, population structure, socio- 
economic status, occupation, and ethnic background and similar environ- 
mental characteristics. Thus increased urbanization, a changing labour force, 
a different distribution of ethnic groups all may be associated with an increase 
in the incidence of certain illness and a decrease in the incidence of others. 
Again the very effectiveness of communicable disease control through the 
application of medical science to the problems of environmental sanitation 
and immunization has resulted in a very great reduction in mortality from 
these diseases. Greater numbers of children are saved to live out their lives. 
But these changes brought about by medicine, in turn, result in changes in 
the age structure of the population. As people are saved from dying at an 
early age, medicine has been faced increasingly with the medical problems 
of the aged: cancer, cardiovascular-renal diseases, certain types of mental 
disorder, and chronic disease in general. 

It must also be emphasized that while it is possible to measure what 
Canadians spend on health care, it is much more difficult to define and to 
measure their need. We are able to measure the volume of hospital care 
received by Canadians under the Hospital Insurance Plan, the volume of 
physicians’ services rendered by many of the voluntary prepayment plans, 
and we possess limited data on the consumption of many other health 
services. In addition, we can measure expenditures on health services and 
capital. There are, unfortunately, still many areas in which the available 
data are so limited that it is difficult to measure accurately the volume of 
care received and the statistics cannot measure the extent of the need of 
those who do not seek health services. We can, however, identify general 
areas in which unmet needs exist and where certain services are required 
and this we must do if we are to be certain that Canadians get the best 
health care possible. 

The concept of health care has spread beyond a narrow definition 
of health services. In its attempts to control disease the medical profession 
today is giving increasing recognition to the concept of social medicine 
which views man as an integral part of his environment. The practitioner 
tries to evaluate the health of the individual not only in terms of symptoms, 
but by taking into account the physical, biological and social forces which 
impinge upon the sick person, and which may affect the course of his 
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complaint. With this perspective the physician attempts to treat the whole 
man rather than a specific disease. For example, in a particular ailment he 
may find it necessary to consider the effects of housing conditions, occupa- 
tional and family relations as these affect the patient’s health. 

The recognition that the health of individuals depends on a complex 
of interrelated factors has posed problems. According to our Terms of 
Reference this Commission was directed to examine the provision of health 
services in which we have included the following items: physicians’ services, 
dental services, nursing services, hospital services, prosthetic devices, pre- 
scribed drugs, eye care services, home care, rehabilitation, environmental 
and other public health services. These services are discussed in detail later 
in this Report.1 An examination of these services must take account of a 
number of factors. 

The development of the concept of social medicine has led to a greater 
_ emphasis on health planning as an integral part of good health care, includ- 
ing measures such as annual physical examinations especially for persons 
in the older age groups, an emphasis on balanced diet, a planned regimen 
of exercise for the various age groups, and good health habits in general. 
This leads our discussion back to the respective role of the individual and 
society in the prevention as well as the treatment of illness. Positive and 
enlightened attitudes towards his health and habits to promote it are part 
of the individual’s responsibility which cannot be replaced by compulsion 
or by public health measures. Health education, aided by increased levels 
of living and general education, have contributed greatly to many improve- 
ments in our health status. Better general hygiene and nutrition, for instance, 
have no doubt played a considerable part in reducing illness and death from 
certain diseases though the extent of this contribution would be difficult to 
measure. 

Besides the factors promoting health in general, there are habits and 
customs which can either help to reduce or, on the other hand, cause certain 
diseases. Medical science has recently made us aware of the causal relation- 
ship between cigarette smoking and lung cancer or certain other chronic 
conditions. We know—perhaps less specifically—of some connection between 
exercise or nutrition and heart disease. In the less serious but nevertheless 
important area of dental health the need for proper dental hygiene has been 
stressed, as has the need for prevention in the area of venereal diseases. 
Cigarette smoking, the intemperate use of alcohol, malnutrition, and lack of 
dental hygiene, are all among the areas where the responsibility for pro- 
moting better health lies with the individual. But the individual must be 


1In limiting our discussion to these services we have excluded certain borderline areas. 
See Foreword, p. 4, and World Health Organizations, The Cost and Means of Financing 
Medical Care Services, Geneva: The Organization, 1962, pp. 24-29. 
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provided with the necessary guidance by competent professional people 
and voluntary and government agencies. Accidents, particularly motor acci- 
dents, are another field where the responsibility for prevention rests heavily 
on the individual though public measures such as traffic control and safety 
devices are also required. While some cancer may be prevented by curbing 
the smoking habit, some of it will have to await public measures such as 
more effective control of air pollution and radiation. The division between 
public and personal responsibility is not always clear cut or easy to define 
nor does it remain static. While today, for example, we look to the govern- 
ment to prohibit the sale of certain drugs or food additives. because of their 
known or suspected detrimental effects on health, we are inclined to leave 
to the individual the responsibility of abstinence or moderation in regard to 
smoking, the consumption of alcohol or tooth decaying sweets. In all cases, 
however, we look for scientific research to establish the causal relationships 
between health, personal habits and environment. All this indicates a new 
emphasis in the physician’s effort directed towards minimizing the health 
hazards of every day living, and on new areas of research. The success in 
terms of increased life. expectancy which has attended public health pro- 
grammes of immunization, sanitation and other preventive measures in the 
control of environmental health hazards has given weight to this shift of 
emphasis. 

We cannot help but emphasize that while the development of the 
last thirty years has brought undoubted benefits to industrial nations like 
Canada, such rewards have their attendant costs. We live in a period of 
rapid social change; the questions society has to answer are constantly 
changing in dimension and kind. Problems are created when social insti- 
tutions are slow in adjusting to change while the unprecedented develop- 
ment of cities can be considered as a factor creating special demands that 
modern social organization is failing to answer adequately. 

How are these observations related to the field of health care? This 
might best be answered by a recent quotation from the Reith Lectures given 
by Professor Carstairs: “Every stable society imposes rules of behaviour 
which inhibit the realization of some individual potentialities. This is com- 
pensated as a rule by the gratifications which only life in that society can 
provide. In times of social change, however, this equilibrium tends to 
become upset, and when this happens conformity to social norms can be 
maintained only by subjecting some individuals to considerable stress, and 
causing many of them to break down”. Modern medicine is increasingly 
associating mental and even physiological disturbances with the emotional 


1 Carstairs, G. M., This Island Now, The B.B.C. Reith Lectures 1962, London: The 
Hogarth Press, 1963, p. 64. 
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tension created by the points of social stress inherent in a rapidly changing 
and increasingly complex society. 

There are certain marked features of modern society that are likely 
sources of tension. Ease of communication and travel has enabled people 
to extend their range of contacts outside the immediate communities where 
they were born and where, prior to World War I, they would probably 
have lived the remainder of their lives. The break-up of small communities 
and the concentration of economic activity in large industrial units has 
forced people to look beyond their family and residential area for employ- 
ment. Outside these limited spheres the individual establishes an even wider 
range of social contacts. The sheer weight of numbers involved increases 
the complexity of social relationships, and the superficial and fleeting nature 
of the majority of them. The realities of the situation contrast sharply with 
the norms that are held to govern personal and social relationships. Industrial 
firms seek to shape their management policies according to the precepts of 
the human relations manuals, but the shopfloor complaints concerning arbi- 
trary decisions and impersonal contacts illustrate the discrepancy between 
the ideal and the practice. 

The family occupies a place of shrinking importance in the field of 
social relationships; it has long since ceased to be the unit of economic 
production. The range of kin embraced by any one family has declined, 
and this is accompanied by a tendency for the modern family to limit its 
recognition of kin. Many of the functions formerly performed by a large 
body of relatives are now carried out by specialized agencies. Modern 
society is based on the division of labour and believes in the value of 
specialization. Accordingly, the composite functions of the kinship struc- 
ture have been whittled away and assumed by specialized bodies outside 
the family. | 

This brief discussion of some of the significant changes that are 
occurring in our society may provoke a desire for a more static social 
order, but 


“The Garden of Eden, the Promised Land that each generation 
imagines anew in its dreams, and all the Arcadias past and future could 
be sites of lasting health and happiness only if mankind were to remain 
static in a stable environment. But in the world of reality places change 
and man also changes. Furthermore, his self-imposed striving for ever-new 
distant goals makes his fate even more unpredictable than that of other 
living things. For this reason health and happiness cannot be absolute 
and permanent values, however careful the social and medical planning. 
Biological success in all its manifestations is a measure of fitness, and 
fitness requires never-ending efforts of adaptation to the total environ- 
ment, which is ever changing”.1 


1 Dubos, René, op. cit., p. 25. 
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As long as change in our society was not rapid, our ideas of what 
constituted good health for Canadians presented few pressing problems. 
The more rapid changes that have occurred in this century have widened 
our knowledge and definition of good health, and this in turn has increased the 
problems associated with the provision of health services. 

The growth and shift of population, its mobility, increased urban- 
ization, and the changing income distribution have all led to a growing 
concern with the mechanics or organization for the maintenance of the best 
possible health care for all Canadians and the provision of service facilities 
and finances to reach this goal. 

In order, therefore, to be able to assess objectively the facilities and 
personnel needed to achieve this goal we concluded that we had to examine 
in detail the health status of the nation; the existing health services; present 
problems, deficiencies and future requirements; the educational potentialities 
for health personnel; health costs, present and future, and their effect upon 
the Canadian economy as well as the ability of the Canadian economy to 
support an extended programme. 

This we have done in the succeeding chapters of this volume, citing 
in support of every recommendation made in Chapter 2 the background 
material and evidence upon which we have acted, so that the merits of each 
recommendation may be weighed in the light of that evidence. 
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The amount and type of health services required by a nation, the manner 
in which these services are organized and the relative roles of individuals, 
voluntary organizations and governments in the provision and organization 
of health services all are substantially influenced by what we may call demo- 
graphic factors along with the distribution of income. 

In Canada, we have experienced rapid population growth while at 
the same time the distribution of this population has changed drastically. 
Yet, what has not changed is that the population has remained sparse relative 
to the land mass, while the vastness of the land continues to encompass a 
succession of regions each having different topographic features and popu- 
lation distributions which must be taken into consideration in any efforts 
organized to deal effectively with sickness through the provision of adequate 
health facilities and services. Again, although the incomes of Canadians 
have risen both in total and on a per person basis there still remains a 
substantial number of Canadians with incomes that are low by the standards 
of our age. 


In this Chapter we therefore present our population projections on 
which many of our other projections are based, and discuss the changing 
levels of income which influence substantially the ability of individual Cana- 
dians to purchase health services. 


POPULATION GROWTH 


There can be no doubt that the number of Canadians will continue 

to grow. Three hundred years ago this country had a population of 3,215 

not including the indigenous inhabitants. In 1991 we expect a total of 

35,106,700. We have arrived at this latter estimate through an examination 

of three basic components of population growth; fertility rates, mortality 
74563—9 
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rates, and the balance of immigration over emigration, or what is termed, 
net migration.t We present projections for the period 1961 to 1991 in 
Table 4-1. 

With the increased proportion of married persons in the population 
the number of live births was certain to increase. Thus between 1901 and 
1961 the percentage of married persons in the population rose from 34.1 
to 40.0 while the rate of marriage has remained high down to the present 
day, although not as high as in the immediate post-war period. The number 
of live births per 1,000 population in Canada showed a significant increase 
after World War II reaching a peak in 1954 of 28.5. This rate has since 
declined and by 1961 amounted to 26.1. Nevertheless, this was still one of 
the highest crude birth rates in the world and was higher than in any year 
between 1930 and 1945. 

When measuring population trends the fertility rate, i.e., the number 
of live births per 1,000 females in the child-bearing age groups, is a more 
sensitive indicator but the projection of these rates also involves some risk. 
This demographic factor is one which can change unpredictably, particularly 
for the main child-bearing age groups 20-29. Demographers see the increase 
in fertility in the late nineteen forties as compensation for the postponement 
of child bearing in the depression and war years, but they seem at a loss 
to explain the continuous increase in fertility in the early nineteen fifties in 
all (female) age groups except 45-49 years of age.? Until recently the com- 
bined fertility rate of the three age groups 15-19, 20-24, 25-29 rose con- 
tinuously; the last few years however have seen a decline from the peak 
rates of the late fifties.? 

During the past four decades there has been a strong tendency for 
the child-bearing period to be concentrated in the first 12 years of marriage, 
the result being a decline in the fertility rates in the age group 35 and over. 
In part, this trend is the result of more people marrying at earlier ages. If 
couples marry at an early age they are more likely to have children and 
more of them, than couples marrying later. Between 1941 and 1961 the: 
average age at marriage for single women in Canada declined by more than ; 
one year, from 24.4 to 22.9. For bachelors the decline was even more pro- | 


1Like all population estimates ours are not infallible and will have to be revised |! 
periodically in the light of new trends, but they do have the advantage of being the most & 
recent, thereby having profited from the over-optimistic or over-pessimistic assumptions of others ; 
who have applied themselves to this task before. We were greatly aided by the population counts } 
from the Census of Canada 1961. For a technical discussion of the method used in our popula- - 
tion estimates see Stukel, A., “Population Projections, 1966-1991”, Appendix E in Brown, T. M.., , 
Canadian Economic Growth, a study prepared for the Royal Commission on Health Services, ; 
Ottawa: Queen’s Printer, 1964. 

?Dominion Bureau of Statistics, Vital Statistics 1961, Ottawa: Queen’s Printer, 1963, , 
p. 99. : 
*[0id;, Prg9s 
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nounced, from 27.6 to 25.8.' There is a growing tendency for the prospective 
brides and grooms of today to consider marriage at an earlier age than their 
parents. Between 1941 and 1961 the percentage of brides and grooms 
under twenty years of age increased from 20.4 to 34.7 and from 2.7 to 7.4 
respectively.2 One further result of these trends has been a tendency to 
increase the size of the average family. During the decade 1951 to 1961 
while the proportion of families with no children or only one child decreased 
more than six per cent, that of families with two to eight children increased 
by the same amount and the average number of iegeee per family rose 
TrOMIy a atop ne 

An important feature of population growth is a declining mortality 
rate. The mortality projections contained in Table 4-2 are based on three 
major factors: the level of mortality rates, the main causes of death in each 
age group, and the past rate of change in mortality in Canada and in countries 
such as Sweden and New Zealand which have enjoyed lower mortality rates 
than our own. In Canada the number of deaths for every 1,000 population 
declined from 10.6 in 1921 to 7.7 in 1961. 

The decline in mortality rates is most marked for children, especially 
infants under one year, as more infants live through the dangerous early 
months.* We expect this trend to continue so that by 1991 further substantial 
declines will be evident. A significant feature of mortality rates for Canadians 
aged 1 to 30 has been their tendency to converge towards the same level, and 
this is particularly noticeable for the first five years of life. This convergence 
is accompanied by a gradual levelling off of the decline in mortality as we 
succeed in reducing mortality from disease in these age groups. The main 
cause of death in recent years is accidents of various types which cannot 
be expected to decrease as the complexity of living in a highly industrial 
society increases. The mortality rates for those aged 30 to 65 show the 
least decline over a number of years. In comparison to the rather spectacular 
reduction of mortality rate among infants the increased life expectancy 
of older persons will remain more moderate. In 1960 the mortality rate 
remained below 25 per 1,000 for both sexes. The mortality rates for the five- 
year age groups beyond age 65 are expected to show more limited declines 
and generally remain near their present high levels. 

The growth of Canada’s future population depends not only on 
future fertility and mortality rates but also on the rate of net migration; 
that is on the ability of Canada to hold its own people and the extent to 


*1Did., De 220s 

e1Did.s Deweale 

Dominion Bureau of Statistics, Census of Canada 1961, Vol. II, Part 1, Ottawa: 
Queen’s Printer, p. 43-1. 

*Dominion Bureau of Statistics, Vital Statistics 1961, op. cit., p. 128. 
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which we attract citizens of other countries to settle here. Past fluctuations in 
the inflow of immigrants and the outflow of emigrants make it difficult to 
estimate the size of future net migration, but with a reasonably high level of 
economic activity there can be little doubt that Canada will gain more people 
than it will lose. What is at issue is the size of the annual net immigrant 
inflow. We have had prepared for us a number of population projections 
based on the assumption that annual net immigrant inflows could be of the 
following order: 0; 10,000; 25,000; 50,000; and 100,000. The estimates 
appear in Table 4-3. The impact of these different assumptions is that by 
1991, the difference in population is over 4.5 million between the lowest (0), 
and the highest (100,000) assumptions concerning net immigration inflows. 


TABLE 4-3 PROJECTED TOTAL POPULATION OF CANADA, 1966-1991 














(thousands) 
Net Immigration 
at Annual 1966 1971 1976 1981 1986 1991 
Rate of: 
as at June 1 

OFC ee 20,021.5°1:21,983.8 | 24,253.61 26,85825 1° 2957149) 32 yie ame . 
105 000 502s ac ee 20,076.6 | 22,105.0 | 24,449.6 | 27,136.1 | 30,081.0 | 33,250.1 
D5 OOK s che 20,159.0 |. 22,286.7 | 24,743.5 | 27,552.6 | 30,630.49) 33,040 
SOSQ00UL te 20 296.5 | 225589°5' | 25,233.51 28, 246.7 131,545,954) 35, .ee 
100; 000244 oe 90, 571.3 |323,195.3 | 26,213.2 | 29,635.0 | 33,377,071 37 42iee 





Source: Stukel, A., “Population Projections, 1966-1991”, Appendix E in Brown, T. M.> 
Canadian Economic Growth, a study prepared for the Royal Commission on Health Services, 
Ottawa: Queen’s Printer, 1964. 


Throughout this Report, however, we have used a population estimate 
based on an annual net immigrant inflow of 50,000.1 This estimate is some- 
what lower than that which has characterized the whole post-war period, but 
this is in accord with the changed economic and political situations which 
characterize many countries from which Canada has drawn immigrants. 


1In all the post-war years up to 1957 in all age groups up to 50 there were more male 
than female immigrants entering Canada. Since 1957 female immigrants have predominated in 
all ages over 14. For projection purposes, the age distribution of immigrants was assumed to 
be the average of the years 1950 to 1961. Since the age distribution of emigrants is not available, 
we assumed it to be the same as that of the population of Canada in any given future 
quinquennium. Net immigrant age and sex distribution was assumed to be proportionately the 
same as our population based on the 100,000 net immigration assumption. We assumed further 
that mortality and fertility rates relating to immigrants were of a similar order as those for the 
native Canadian population. 
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Details of the projected growth of our population based on an annual net 
immigration inflow of 50,000 are specified in Table 4-4, and cel 
presented in Chart 4-1. 


AGE AND SEX STRUCTURE 


With the Canadian population growing from 18.2 million in 1961 to 
35.1 million in 1991 we expect that the age-sex structure of the population 
will undergo change. Implications of this structural change are many, but 
for our purposes these relate to the significance of various age groups in 
terms (a) of the health services needed, and (b) labour force projections to 
supply the personnel to meet these needs, and to provide the basis for a 
forecast of the growth of income or output.t 


IMPLICATIONS FOR HEALTH NEEDS 


It is apparent that more health facilities and services will have to be 
provided as the population increases. However, different age categories are 
subject to different illnesses,? and, as there is a shift in the distribution of the 
population, we will have to provide greater care and treatment for these 
illnesses. There is a slight increase in the proportion of the population below 
19 and above 65, and even if this shift is only a matter of a few percentage 
points, we can expect a significant increase in terms of absolute numbers. 
This of course raises the demand for health care, particularly as these 
groups are the ones which most utilize health facilities and services. Thus, 
with an increase in population there will be a greater number of births for 
which hospitals and doctors have to be provided. With improvement in life 
expectancy a significantly greater number of the population will be over 65, 
and we will be faced with meeting the health needs of the aged. 

At the same time the young and the aged are least able to pay for 
their health services. On the average, they have either not as yet entered 
the labour force, or they have already left it. It should also be noted that 
women, who form an increasingly larger proportion of the aged, receive 
generally smaller incomes and are, therefore, in an even more disadvantageous 
position. 





1 This latter point is discussed more fully in Chapter 19. , eee 
2For a detailed discussion of the various types of illness and their incidence, see 
Chapter 5. 
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TABLE 4-4 POPULATION OF CANADA 1961, AND ESTIMATED POPULATION 
WITH NET IMMIGRATION OF 50,000 PER ANNUM 





















































Male Female Total 
Age Group)| |_| OO 
Number Per Cent Number Per Cent Number Per Cent 
7000 000 °000 
June 1, 1961 
0-4 115471 12552 1,102.3 12722 2,256.4 12338 
5-9 1,063.8 11.54 1, 013-27 11.26 22,0195 11.40 
10-14 948 .2 10.28 907.8 10.07 *1,856.0 10.18 
15-19 729.1 hte h 703.5 7.80 1,432.6 7.86 
20-24 Stee ai 6.3% 596.5 6.61 171383.6 6.49 
25-29 613.9 6.66 595.4 6.60 1520933 6.63 
30-34 644.4 6.99 62754, 6.96 1.271238 6.97 
35-39 631.1 6.85 639.9 7.09 127160 6.97 
40-44 560.0 6.07 559.0 6.20 1311920 6.14 
45-49 5575 529 499.8 5.54 1,053 5.352 
50-54 442.9 4.80 420.3 4.66 863.2 | AeiS 
55-59 56241 3.93 343.7 3.81 705.8 3287. 
60-64 292.5 317 291.1 Cee) 583.6 3.20 
65-69 239.7 2.60 247.4 2. 74 487.1 2.67 
70-74 196.1 a) Ale 206.1 Dy a8 | 402.2 PRO, 
Sas 238.4 2059 263 .5 2.93 501.9 2.74 
TOTAL OFZ 1839 100.00 9,019.4 100.00 18 7238 °3 100.00 
June 1, 1971 

0-4 1838278 ery esis. 0 UB oul Be 2,697.8 11.94 
5-9 e238 1k? 10.84 1,174.9 10.46 2,406.1 10.65 
10-14 1RIGISS) a 0.23 1511339 9.92 25 29. 10.07 
15-19 107279 9.45 1,027.6 9.15 2, 100s ee 9.30 
20-24 965.8 8.50 928.4 pea 1,894.2 8.39 
25-29 763.2 6,72 739.9 6.59 1,503.1 6.65 
30-34 622.9 5.48 632.8 5.64 1325354 S256 
35-39 635.9 5.60 618.7 S251 1 5254.6 Bee 
' 40-44 652.0 5.74 637.8 5.68 1,289.8 5371 
45-49 626.3 eee | 640.2 5.70 1,266.5 5.61 
50-54 Stee) 4.78 es 4.92 UE eS) 4.85 
55-59 483.1 AY Obs 485.5 ASD 968.6 4.29 
60-64 394.2 3.47 398.9 See) 793: 1 325) 
65-69 298.5 2.63 S135 perk) 611.8 pie fi 
70-74 217.4 1.91 248.5 oe | 465.9 2.06 
75+ 309.2 22 401.4 Beil 710.6 3315 
TOTAL 11,360.4 100.00 TK,22971 100.00 22,509.09 100.00 











Source: Dominion Bureau of Statistics, Census of Canada 1961, Vol. 1, Part 2, Ottawa: 
Queen’s Printer, 1962, Table 20. Stukel, A., “Population Projections, 1966-1991”, Appendix E 
in Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964. 
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TABLE 4-4 POPULATION OF CANADA 1961, AND ESTIMATED POPULATION 
WITH NET IMMIGRATION OF 50,000 PER ANNUM—Concluded 





Male Female Total 
Age Group =§=———— | [| 
Number Per Cent Number | Per Cent Number | Per Cent 
°000 >000 | >000 
June 1, 1981 

0-4 1,833.8 12.94 1,743.2 12.39 3,577.0 12.66 
5-9 1,607.9 11.34 1,531.8 10.88 3,139.7 11.12 
10-14 1,390.1 9.81 1. 327..2 9.43 ORS ES: 9.62 
15-19 1,240.7 AOS) 1, 13751 8.43 2,421.8 8.60 
20-24 1,179.1 8.32 1,134.7 8.06 2,313.8 8.19 
25-29 1,104.4 109 1,063.3 71:56 2 VGOTAT Lot 
30-34 997.9 7.04 963.4 6.85 1,961.3 6.94 
35-39 784.3 5.54 762.9 5.42 1,547.2 5.48 
40-44 632.1 4.46 644.1 4.58 1 27622 4.52 
45-49 632.6 4.46 620.6 4.41 1253.2 4.44 
50-54 632.9 4.47 630.7 4.48 1,263.6 4.47 
55-59 587.2 4.14 622.0 4.42 1,209.2 4.28 
60-64 483.8 3.41 D2552 3.13 1,009.0 By 
65-69 397.9 2.81 443.7 ea) 841.6 2.98 
70-74 292.9 2.07 343.4 2.44 636.3 225 
75+ 315% 2.65 530.3 3.71 905.8 3.21 


TOTAL 14,173.1 100.00 14,073 .6 100.00 28, 246.7 100.00 


June 1, 1991 
0-4 2,204.0 12.52 2,092.4 11.95 4,296.4 12.24 
5-9 2,025.4 151 1,926.9 11.01 33952.3 11.26 
10-14 1,841.9 10.46 1,755.4 10.03 3,597.3 10.25 
15-19 12 617.5 9.19 1,544.2 S82"| “23 OL. 9.00 
20-24 1,407.4 8.00 1,348.5 7.70 2758 D 7.85 
25-29 13272.3 1.23 PE ay 6.99 2,495.5 tire al! 
30-34 1,210.6 6.88 1,169.5 6.68 2,380.1 6.78 
35-39 5 DA ae 6.38 1,085.3 6.20 2,208.4 6.29 
40-44 1,003.1 5.70 972.9 5.56 1,976.0 5.63 
45-49 779.4 4.43 764.2 4.37 1,543.6 4.40 
50-54 615.4 3.50 638.4 3.265 1,253.8 3557 
55-59 594.5 3738 605.0 3.45 1,199.5 3.42 
60-64 564.3 3.20 601.9 3.44 1,166.2 3.32 
65-69 483.7 DikD 570.9 3.26 1,054.6 3.00 
70-74 359.6 2.04 456.2 2.60 815.8 D232 
75+ 498.6 2:83 751.0 4.29 1,249.6 3.56 
TOTAL 17,600.8 100.00 17,505 .9 100.00 35,106.7 100.00 





| SourcE: Dominion Bureau of Statistics, Census of Canada 1961, Vol. 1, Part 2, Ottawa: 
Queen’s Printer, 1962, Table 20. Stukel, A., “Population Projections, 1966-1991”, Appendix E 
in Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964. 
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IMPLICATIONS FOR LABOUR FORCE PROJECTIONS 


As a group, the young and the aged are not directly involved in the 
provision of health services. However, the 0-19 age group is assuming 
increasing significance as they are the potential suppliers of health workers. 

Two characteristics of the health profession are particularly relevant 
with respect to population. First there is a strong dependence on women 
workers. The sex distribution seems to be favourable for providing the 
needed female workers—particularly the 0-19 age group from which the 
workers are to be drawn. 3 

Secondly, the health industry requires a large number of skilled 
professional and technical personnel. As these need a high degree of education 
we should look at recent trends in this field. 

Some indication of the degree to which Canadians have availed 
themselves of the opportunities for education can be obtained from a 
comparison of data on elementary and secondary school, and university 
enrolment. Between 1938 and 1959 there was an increase from nearly 87 
per cent to 93 per cent of the school age population from five to fourteen 
years of age enrolled in elementary schools. During the same period the 
percentage of the population from 15 to 19 enrolled in secondary schools 
increased from 26.5 to 53.5. Table 4-5 indicates that between 1961 and 
1991 the elementary school age population will increase by 73 per cent, and 
the secondary school age population by 69 per cent. Since 93 per cent of the 
former group were enrolled in elementary schools in 1959, only a small 
proportionate increase in enrolment in these schools can be expected. On 
the other hand, the proportion of the secondary school age population 
actually attending these schools could increase substantially from the 1959 
figure of 53.5 per cent. It is from those who are trained at these two levels 
that our skilled and semi-skilled workers are drawn, and it is from among 
those females attending secondary schools that the majority of nurses and 
paramedical recruits are found. For others working in the health field, 
however, a university education is essential. 

Table 4-5 also indicates that the age group 20 to 24, from which 
the university population is drawn, is expected to increase by 88 per cent 
by 1991. There is no doubt that an increasing proportion of this age group 
will enrol in our universities. Dr. Edward Sheffield has estimated the size 
of this increase which is shown in Table 4-6. These estimates, however, refer 
to a larger age group, 18-24, whereas those in Table 4-5 refer to the age 
group 20-24. 
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Dr. Sheffield’s estimate was made in 1961. In each of the two years 
since then, the actual full-time enrolment has exceeded his estimate by 
over 4,300.1 

One factor in economic growth is the proportion of the population 
that is working and providing the resources to support those groups not yet 
in the labour force (0-19) and those retired (65-++). Our projections indicate 
no significant change in these proportions, so that the downward shift of 
age group 20-64 is less than 1 per cent over 30 years and can support a 
growing number of young and old in the population. 

With the Canadian population growing from 18.2 million in 1961 
to 35.1 million in 1991 we expect the civilian labour force to increase from 
6.5 million to 13.1 million in the same period. The data in Table 4-5 
indicate that with an annual net migration of 50,000 we can expect the 
age group 15-64, from which the labour force is drawn, to increase from 
10.6 million in 1961 to 20.1 million in 1991. We estimate that in the same 
period the numbers in the labour force recruiting age 15-24 will rise from 
2.6 million to 5.9 million.? 

In the general population there will be slight differences between males 
and females in their numerical and percentage increase in the 15-24 or the 
15-64 age groups for the period 1961-1991. In the former age group males 
will increase from 1.3 million to 3.0 million or by nearly 131 per cent while 
females will grow from 1.3 million to 2.9 million or 123 per cent. In the 
15-64 age group males will rise from 5.4 million to 10.1 million or 87 per cent 
while females will increase from 5.2 million to 9-9 million or just over 90 
per cent. 

An increasing proportion of Canada’s labour force is now made 
up of women. A similar trend is taking place in all modern industrial nations. 
The increase was obvious during the two world wars when male labour 
in Canada was in short supply, and women, both single and married, learned 


*Dominion Bureau of Statistics, Survey of Higher Education Part I: 1962-63, Ottawa: 
Queen’s Printer, 1963, p. 13. 

2See Table 19-1. 

8 Since our projection of population has been prepared for five year intervals it has been 
necessary to classify age groups on a 0-4 basis continuing with 5-9, 10-14, 15-19, etc. As a 
consequence there is a difference between the classification used here and that used in Table 
19-1. In Table 4-5 the population of working age includes all individuals aged 15-65. In Table 
19-1, the category that corresponds most closely is the civilian non-institutional population age 
14 and over. This latter table, while based on the data presented in Table 4-4, includes the age 
group 14 which is still classified as part of the labour force potential in the Dominion Bureau 
of Statistics, Labour Force Survey, but excludes the institutionalized population. The inclusion 
of the age group 14 to 18 may not be representative of the pattern of the future. It is highly 
reasonable to expect more and more of this group to be found in school and therefore the labour 
force to be drawn mainly from persons aged 19 and over. 
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TABLE 4-5 PROJECTED POPULATION OF CANADA, SELECTED 
AGE GROUPS, 1961-1991 


(net immigration—50,000 per annum 1966-1991)* 








June 1, 1961 


























, Age Male Female Total 
Population Group EEE ry aac a aol hehe nh at nn. 
Number Per Number Per Number | Per 

°000 Cent 000 Cent 000 Cent 

PréscHoolace ae eee 0-4 Ped SAS 512552 fl plO2 ese R12 2252 e 25 6N4 12538 

Elementary School...............006 5={A \.2 012.0.) 21: 820i 92325) cle oats 3a .58 

High Schoo ler setas. aires 15-19 729.0 19% 703.5 TeSO*P sl 43260 7.86 

LITIVersity ae ar eee oe 20-24 mye 6237 596.5 6:61) Wels £8326 6.49 

Labour Force Recruiting............ 15-24 |°1,316.2 |-14.28 | 1,300.0 | 14.41 | 2, 61652 | “i403 

Population of Working Age........ 1564105378071 587347 5327675 "S85505)10, 65582 58.43 

Elder yi eos tee iiits terre eorereeey 65+ 674.1 723i cA Wat 79S lL SOLS Z T62 
Dependants tec ees ere 0-14, 

65-4 1. 3,840.2 |/ 41.66 |-3,742.8 | 41.50)), 7,583.14 l og 

Main Family Formation Ages....| 20-29 | 1,201.0 | 13.03 1,191.9 |-13321 | 23392 Sei ome 





a cae ne ESET 


June 1, 1966 


nnn nee cEaiSanSEEEIEEEInESEEEERESSEnNTES 


























Pre-scnoOlweeseies a acter ees 0-4 1,207675) 12.00%) 15 lege ll 62a 276.2 ist 
Elementary-School 22.5.5...0-200 5214..| 25225.6 214761) 2629 621 ates, 35522 21.46 
HigheScnO0 pe wee eee 15-19 952.8 9.31 913.4 9.07 || 1,866.2 9.20 
TINIVELSITV rn tee ee eee 20-24 743.0 AZO 718.8 7.14 | 1,461.8 lene 
Labour Force Recruiting............ 15-24, 1115695. S0l6058 151, 632.2) 1916521 sed 5328.0 16.40 
Population of Working Age........ 15-6471°6,035,7 | 59.0077 5,935.1 | "98.90, Io 10s 58.98 
Elderly aes isi. t ee 65+-+ 740.5 7.24 $3351 828s ag 3.6 Lee 
PIONEN CANS cies. ac- rss -Oe eee neta 0-14, 

65+ | 4,193.8 | 41.00 | 4,131.9 | 41.04 | 8,325.7 41.02 
Main Family Formation Ages...., 20-29 | 1,351.1 | 13.21 15336.6 | 13.28 || 2,687.7, jelozoe 
a ae 6s ee ees ee My oe eS ee ee eee 

June 1, 1971 
ees ewe eee Oe eee 

Pre=SCnOO Les hea ate 0-4 1.38258 1 12217 oie3ise0 jell i242 G78 11.94 
Elementary School.i.2.c--.s00= 5-14 | 2,393.0 | 21.06 | 2,288.8 | 20.38 | 4,681.8 20.73 
Hichsschool ate ccee ee 15-19 | 1,072.9 0 A5 bel. 027.6 9.15 | 2210065 9.30 
NIDIVELSITY eter e cere reise 20-24 965.8 8.50 928.4 8.27 || 1,894.2 8.39 
Labour Force Recruiting............ 152241 2,038 7117-95 GWE 956.0)101 1542 fF 3,994 oh 17.68 
Population of Working Age........ 15-64 | .6,759.5 | 59.50 }).6, 662.1 | 59 .33)113,4217 6 59.42 
Elder lyse cotacs tears te rates seas 65+ B2ous 76 963.2 8.58 || 1,788.3 i hs 2 
DEDSNAalitS Renesas seers 0-14, 

65+ | 4,600.9 | 40.50 | 4,567.0 | 40.67 || 9,167.9 40.58 
Main Family Formation Ages....,| 20-29 | 1,729.0 | 15.22 | 1, 668.3 | 14.86 || 3,397.3 | 15.04 











a 


June 1, 1976 


[eke SURRWRO oO SY pa eee ee 
Pre-schooltee est fee ae 0-4 1,604.57 (12566 We1,526.24 125155) 3 yi80s9 12.41 
Elementary School......d:0.<an.0tss.: 5-14 4.246213 e20.69.025.502.0.1019.92, 1 io 20.30 
Bich Schoo kh wef rces cence 15-19 | 1,166.4 OF 207re1211926 8.91 || 2,286.0 9.06 
CJAIVETSit yc: t eekee oh, eteceetne eee 20-24 | 1,085.7 S157 4 1504256 6230) te 2h 8.43 
Labour Force Recruiting............ [5224 [feos Qe | lide 2, lols kd ek eae 17.49 
Population of Working Age........ 15264 }7,510.5°| 59:27 | °7,411.0-)°59.00 114, 921050) Soe 
Perl yee ee earths eek 65+ 935.0 Teosanel, i222) 8.94 || 2,057.8 8.16 
DDSPON GAN Sie eerste eke oreectesgivee tes 0-14, 

65+ | 5,161.3 | 40.73 | 5,150.7 | 41.00 |10,312.0 40.87 
Main Family Formation Ages....| 20-29 | 2,070.5 | 16.34 1,991.7 | 15.86 || 4,062.2 | 16.10 

















a 
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TABLE 4-5 PROJECTED POPULATION OF CANADA, SELECTED 
AGE GROUPS, 1961-1991—Concluded 


(net immigration—50,000 per annum 1966-1991)* 








June 1, 1981 


Population Group Age Male Female Total 
Group | _] 
Number Per Number Per Number Per 
°000 Cent °000 Cent °000 Cent 























Re -SCHOOM oi sceke cc icieseseesndels 0-4 b,833.8 | 12.94 1 1,743.2 | 12.39 | 3,577.0 | 12.66 
Hiementary School..........:....0..... 5-14 | 2,998.0 | 21.15 || 2,859.0 | 20.31 || 5,857.0-4-20.74 
MESA SCHOOL |. 260s. .c05sse0e00s cporeeOeoue: 15-19 | 1,240.7 S75. 1,187.1 8.43 || 2,427.8 8.60 
OSLO CLG Ne 20-24 | 1,179.1 $.32 | 1,934.7 $206: °2.313.8 8.19 
- Labour Force Recruiting............ 15-24 | 2,419.8 | 17.07 | 2,321.8 | 16.50 || 4,741.6 | 16.79 
Population of Working Age........ 15-64 | 8,275.0 | 58.39 | 8,154.0 | 57.94 ||16,429.0 | 58.16 
CCT a See ae OER oe eae 65+ 1,066.3 Re S21 37.4 9.36 || 2,383.7 8.44 
PRCDCR CANES oo5 cocscnswenvncdaocensors ceri 0-14, 
65+ | 5,898.1 | 41.61 | 5,919.6 | 42.06 |11,817.7 | 41.84 
- Main Family Formation Ages....| 20-29 | 2,283.5 | 16.11 || 2,198.0 | 15.62 | 4,481.5 | 15.87 
June 1, 1986 
RE GOROOL 2.0L sscapsvisen Colisdaveevst 0-4 2022.0 1 12.78 1 25921009) 92.21 1 35943..0- 12550 
Fiementary School................0:05 5-14 | 3,449.7 | 21.81 | 3,287.1 | 20.90 | 6,736.8 | 21.36 
BIG H SCHOOL... 5.......0sercoceseeee0ccnceous 15-19 | 1,394.8 8.82 | 1,333.0 8.48 || 2,727.8 8.65 
BPREUINONS TOY (Hid cated bhesiosecssacenses 20-24 | 1,253.5 7.92 || 1,202.4 7.64 || 2,455.9 Tet? 
Labour Force Recruiting............ 15-24 | 2,648.3 | 16.74 | 2,535.4 | 16.12 | 5,183.7 | 16.43 
Population of Working Age........ 15-641 9,15225-) 57.85 | 8,986.7. | 37.15. 18,1389 | 37.50 
BEN Aen eG ed eels os Deets 65+ 1,195.8 G56 Vo3k. 3 9.74.1 2,727 A 8.64 
era cXe 1) Se 0-14, 
65+ | 6,667.6 | 42.15 | 6,739.4 | 42.85 |13,407.1 | 42.50 
Main Family Formation Ages....) 20-29 | 2,451.2 | 15.49 | 2,357.8 | 14.99 || 4,809.0 | 15.24 











June 1, 1991 








ICE 010) Se 0-4 2,204.0 | 1252-1 2,092.4 | 11.95 | 4,296.4 | 12.24 
Elementary School......:..............- S=14 | 3,867.3 | 21.97 | 3,682.3 | 21.03 17,5496 | 21.50 
BME SCHOOL! 6. crccciiscecsscavsCensetsseee 15-19 | 1,617.5 9.19 | 1,544.2 8282 13,1617 9.00 
RPMI ONGUEY foe, «cic sacvcsvaceovorncdeuedeenea 20-24 | 1,407.4 8.00 | 1,348.5 7.10". 2, 155:.9 T3585 
Labour Force Recruiting............ 15-24 | 3,024.9 | 17.19 | 2,892-7 | 16.52 | 5,917.6 | 16.86 
Population of Working Age........ 15-64 |10,187.6 | 57.88 || 9,953.1 | 56.86 |20,140.7 | 57.37 
GOS 65+ 1,341.9 7.62.1 4,778.1 | 10.16 | 3,120.0 8.89 
BC PONCANTS .o....0cceee-e.sccconvedennes ods 0-14, 

65+ | 7,413.2 | 42.12 || 7,552.8 | 43.14 |14,966.0 | 42.63 
Main Family Formation Ages....| 20-29 | 2,679.7 | 15.22 | 2,571.7 | 14.69 || 5,251.4 | 14.96 


*Se footnote 3, p. 117. 

Source: Dominion Bureau of Statistics, Census of Canada 1961, Vol. 1, Part 2, Ottawa: 
Queen’s Printer, 1962, and Stukel, A., “Population Projections, 1966-1991”, Appendix E in 
Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964. 
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new skills. Despite this more than sixfold increase since 1901 we still fall 
behind Britain and the United States in this respect. 

Of the number of women now working, a large proportion are 
married. This is a relatively recent development; in 1931 only 10 per cent 
of the women working were married, but thirty years later this figure had 
risen to 48.0 per cent, and as we indicate in Chapter 19, this trend is likely 
to continue. Under certain circumstances this may have significant implications 
for the health and welfare of the children of working mothers, but systematic 
investigations to test this claim are notable for their scarcity. 


TABLE 4-6 FULL-TIME ENROLMENT IN CANADIAN UNIVERSITIES AND 
COLLEGES, BY SEX, AND AS A PERCENTAGE OF THE POPULATION 
18 TO 24 YEARS OF AGE, 1950-51 TO 1960-61, 

PROJECTED TO 1970-71 


























Full-time Enrolment as Per Cent of Population 
18 to 24 
Academic Year 

Male Female Total 
BS a Le chi ch oaks tee 7.02 1.88 4.44 
10D lige D 2 RRO be tee Oe eee ed 6.65 1.80 4:21 
1D5 2253. ap en oe hee 6.50 1.76 4.13 
Ms teny ibs Se Cee eet eam OR ee Oe oe 6555 1.80 4.17 
1954255 oe aren Gow ue 2) ern aes 6.86 1.90 4.40 
LD On oe nae oe AN ke BE Zee 4.65 
16 a ee a, ek ae Ge 7.69 2 eles 4.95 
hey ah Fay See eNatnn Oe Pele 8.17 2.38 5.31 
Soe Re eee ented coe ie: a Ply 8.85 2.59 ete 
LID ZOU Ce Rew ek ee ee 9.14 2.80 6.01 
L200 261 seh ee ea cw ck ee amen 9.84 3.21 6:51 
LOG LAG a eee sa ge ee 10.39 3.34 6.92 
TOG 220S tee eee edocs 11.03 3.62 1938 
1963-04 25 9 See mee 11.70 3.93 7.89 
T9642 6S Rae ee ae Sn ee ee 12.41 4.26 8.42 
T9G5266 5 ee ee ee ee 15el7 4.62 8.98 
TOOE-OT ees eo ee ie ab veal e 13.97 5.02 9.59 
$961 20 Sire Be ee eee ee 14.82 5.44 10.23 
EOGS=O0 Parent en ee eee 13.72 5.90 10.92 
BA 0 aa LW etek oh eae ey aa a | 16.68 6.40 11.65 
1S AUB A ee 2 ooh ae ee ee 7 17.69 6.94 12.44 








SOURCE: Sheffield, Edward F., Enrolment in Canadian Universities and Colleges to 1970-71 
(1961 projection) Ottawa: Canadian Universities Foundation, 1962, p. 13. 
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URBAN—RURAL DISTRIBUTION 


The rapid growth of population in Canada is accompanied by a 
tendency for our people to live in urban centres and this trend is not likely to 
change. Slightly more than 37 per cent of Canadians lived in urban areas 
in 1901. Sixty years later the proportion was nearly 70 per cent. Looking 
ahead, we expect that a still larger proportion of our population will be living 
in cities and other urban areas in 1991. 

This concentration of population in urban centres has required a 
similar concentration of service facilities, among them health services, and 
has also promoted the growth of large hospitals serving as medical centres 
for treatment, teaching and research. The availability of these and other 
health services has stimulated their increased utilization. On the other hand, 
the decreasing proportionate size of our rural population has accentuated prob- 
lems in the provision of an acceptable standard of health services in rural 
areas. The metropolitan area, the rural areas that surround our urban 
centres, the Newfoundland outports which can be reached only by sea, the 
isolated settlements on the Alaska Highway, the sparsely settled northern 
areas of the provinces, and the growing population in the Arctic regions, all 
must be provided with health care. Outlying settlements, however, cannot 
provide the resources to support an adequate level of services and facilities; 
help must be sought elsewhere. The problems of distance, then, are com- 
pounded by the relative emptiness of the land as we move northward from 
Canada’s southern boundary. This can make the provision of Services, 
whether health or any other, a costly undertaking. Services and facilities are 
concentrated in the areas with a relatively high population density. 

These problems are increased by the mobility of the population. 
The ability of industrialized centres to attract labour depends not only on 
the present location of the work force, but also on its mobility and growth 
potential. There is little doubt that Canadians are a mobile people especially 
intra-provincially. In 1948, for example, 17.4 per cent of all families 
Teceiving family allowances moved from one residence to another in the 
Same province. In 1961 this proportion was 24.6 per cent.1 If we combine 
interprovincial and intra-provincial family movement these proportions are 
increased from 19.1 per cent for 1948 to 26.2 per cent in 1961. These are 
conservative estimates if applied to labour force mobility since they do not 
take account of the highly mobile single person. This mobility, while essential 
to achieving a satisfactory rate of economic growth, raises problems of the 


1Central Mortgage and Housing Corporation, Canadian Housing Statistics, 1961, Ottawa: 
.The Corporation, 1962, Table 68, p. 44. 
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provision and continuity of health care, and the portability of hospital and 
medical care and social security benefits across provincial boundaries. 

The tabulation below shows that between 1956 and 1961 seven 
provinces experienced a net loss of population due to interprovincial mobility, 
while the remainder showed a net gain. It should also be noted that the 
three provinces which experienced a net gain had the highest per capita 
incomes. 




















Net Migration 
Province of Origin 
Loss Gain 
New tOUNCIATC re ree ee, e N ie See cere agen 19,781 
Princes dwardelslanid cesses eee ee ets eee 223 
Wow sSCO tle matt ure sheet ety acetate ae ae oes Sheer ree 24,492 
ING RR EUTIS WLC Ke tees oe er Pao cen eae 825039 
QUEBEC cet as ee eee cc ie OGL Met ae nn ea a tere rete 24,716 
On fariOsh Geet ote ei oe ee Pe eee 127,438 
WET aThtal et Blo es eh ath er ne em nT en P RR ower an 29 ,046 
Sask ATCDO WAT Mere ett Fare ce ce nce ee Fie Ne ue Pe peat cae pe ee hae 63,496 
OM Terie 6s Se ere we i Pete oh tn centre inner 30,613 
BritishiG@oltmn Dia esac eae ee cae ene eee eet 27,394 
Northwest | erritOries andsy UKOM wat. eer eee eee 11,050 








CHANGING INCOMES OF CANADIANS 


Canadians have improved their economic position substantially over 
their history and this has been particularly true in the period since the great 
depression. Moreover this improvement has extended to almost all Cana- 
dians whether their incomes were low or high. Despite this improvement 
there still remain a large number of Canadians with low incomes—incomes 
that are too low to provide themselves or their families with the health 
services they need. 

It is not necessary for us to emphasize that the incomes of almost 
all Canadians have risen substantially from the low levels of the great 
depression. Thus in 1931 of the families where the head was a salaried or 
wage worker, 43 per cent earned less than $2,000 a year. In 1951, after 
eliminating the effects of price change, this percentage had fallen to 20 per 
cent. Between 1951 and 1959 the real income of all urban residents, 


1 Estimated from Department of National Health and Welfare, Family Allowance and Old 
Age Security Statistics, June 1956-May 1961. 


CHANGING STRUCTURE OF POPULATION AND INCOME 123: 


whether in or out of the labour force, rose by a further 25 per cent, and 
there has been some increase since that date.1 Moreover this improvement. 
has been achieved with a substantial increase in leisure as the length of the 
work year and the working life has declined. Although our knowledge of 
level of income among agricultural families is less precise, there is no doubt 
that they too have improved their situation appreciably from the dark days. 
of the depression. Meanwhile the steady decline in the number of farm 
families, and the increased size of farms as well as mechanization of farm: 
operations, and increasing use of scientific farming methods has meant 
increased productivity, and with it rising farm incomes. As a consequence, 
subsistence farming yielding low incomes has become less significant than it 
was a generation ago. 

The significant increase in real income experienced since the end of 
World War Ii has brought a large and growing proportion of Canada’s. 
population closer to a level of affluence which makes it possible for many 
workers to abandon occupations in low-paid sectors of the economy, such 
as marginal agriculture, for higher paid employment in urban areas. In 
addition, advances in medical science and the investment of resources in 
health services have contributed to a decline in mortality and morbidity in 
many areas, thus reducing the number of families with low income due to: 
the loss of the bread-winner. The general increase in the amount of education 
made available to the younger generation has made them more productive,. 
more mobile and therefore raised incomes generally.? Finally, until recently, 
the relative scarcity of labour in a period of high demand, the consequence: 
of the low birth and immigration rates of the depression period, and the 
willingness to use part-time help, have made it possible for a great many 
more people—particularly married women and young adults—to find em-- 
ployment, so that in many cases households now have two or three income-. 
earners whereas they formerly only had one or none. Rising social security 
expenditures have bolstered family income. Young married couples both 
work until the arrival of children. Married women return to work when their 
families enter school or leave home. The contribution of married women to: 
the nursing staff of hospitals is only one instance of this development. 

It is evident, however, that rising levels of employment and improved’ 
productivity, along with the increased real income that accompany them,, 
may not directly affect the aged, the blind, the disabled and those living in: 





1 Goldberg, S. A., Podoluk, Jenny R., “Income Size Distribution Statistics in Canada”, a 
Survey and some analysis, in Income & Wealth Series VI, International Association for 
Research in Income and Wealth. London: Bowes and Bowes, 1957 and Dominion Bureau of” 
Statistics, Distribution of Non-Farm Incomes in Canada by Size 1959, Ottawa: Queen’s. 
Printer, 1962, pp. 11 and 16. 

2In making this general observation we are not unmindful of the fact that we still have 
in Canada a large number of young people with inadequate training and skills contributing the: 
highest proportion of any age group to the ranks of the unemployed. 
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areas of declining economic activity, since they either are not in the labour 
force or in the main stream of economic growth. Here social policy has 
helped by distributing the fruits of economic progress more broadly. Rising 
social security expenditures have meant that the present productive generation 
has transferred income from themselves to the young or to the old in the 
expectations that this process will continue as one generation replaces 
another. Yet the growth of government transfer payments has not changed 
the pattern of income distribution materially. In fact, the tendency has been 
for low income families, particularly single person householders, to increase 
in numbers since higher incomes received by the aged now permit them to 
maintain their own household rather than live with their relatives, and more 
younger people live away from home. From 1929 to 1950 the ratio of families 
in lower income brackets declined somewhat, but since 1951 the trend 
appears to have been reversed. For example, urban families comprising 40 
per cent of income earners in the lower income strata made up 13.6 per cent 
of total income earners in 1951 as against 16.2 per cent in 1959.1 

While it is true that on the average people are now better off materially 
than ever before, there still remains a significant proportion of the Canadian 
population with low incomes or earnings.2 Where the line defining low 
incomes or earnings should be drawn is a matter of debate. In part it depends 
on the size of the family that must be supported, and in part it depends on the 
needs of this family. A young single person, in good health and living at 
home earning $2,000 a year could not be considered a low earning or a 
low income person. A family of six with such earnings could hardly be 
considered as anything but living at the margin of subsistence. Again a 
young couple with an income of $2,000 to live on while they acquire a 
professional education can borrow against their potential earning power to 
finance a higher level of living in the present. A low income in this instance 
would not indicate a low level of living. On the other hand, an aged couple 
with the same income, but with few assets and high expenses for health 
care could well be classed as a low income family. 

Lack of comprehensive and detailed statistics on the low income 
families in Canada has made it difficult to estimate what proportion 


1That refers to families in the two lowest income quintiles (See Dominion Bureau of 
Statistics, Distribution of Non-Farm Incomes in Canada, by Size 1959, op. cit., p. 12.) 

2In a discussion of income distribution we must keep in mind the distinction between 
earnings and income. By earnings, we mean “the total amount of money received by wage 
earners as cash wages and salary, Armed forces and Reserve Units’ pay commission, tips, or 
piece rate payments from all employers—before deductions for such items as income tax, 
unemployment insurance, medical plans, union dues, pension plans or insurance plans”. By 
income we mean earnings plus all other income such as that from business or professional 
practice, family allowances, old-age assistance and security payments, other government transfer 
payments, retirement pensions, bond and bank interest and dividends, other investment income 
and all other money income. Dominion Bureau of Statistics, Census of Canada 1961, Vol. III, 
Part 3, Ottawa: Queens’ Printer, 1963. 
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of the Canadian population should be classed as low income or low earning 
families, but the data available do suggest that if $2,000 is taken to represent 
low earnings or income, a sizeable percentage of our people fall into this 
category. This can be seen from an examination of the income data presented 
in Tables 4-7 to 4-9. These data are divided into a) the incomes of families 
and persons not in families, in urban and rural non-farm areas and b) farm 
families and individuals. 

If we take $2,000 as a low income in 1961, Table 4-7 indicates that 
almost 13 per cent of all families of 2 or more persons, rural non-farm and 
urban, had incomes of less than this amount. The number of families in this 
classification approached one-half a million families. If we were to include 
all families with incomes of less than $3,000, these families would account 
for nearly 25 per cent of total families. 

For persons not in families in 1961, 804,056 persons, or 57 per cent 
of all persons in this category had incomes of less than $2,000, while almost 
38 per cent had incomes of less than $1,000. 

If all persons in families with incomes of less than $2,000 a year 
were combined with individuals not in families earning less than this amount, 
almost 2.3 million Canadians can be said to be in a low income family or 
nearly 15 per cent of all persons living in urban and rural non-farm areas. 
As we have indicated, low income families and individuals may be young 
people just beginning their working life, but the size of the group suggests 
that a large number are families with children or elderly persons with incomes 
sufficient to maintain life, but insufficient to provide even a moderately 
comfortable standard of living or a margin against the uncertainties of 
illness or accident.} 

Data relating to the income of farm families are limited and are indica- 
tive only of the relative magnitude of the size of the low income population. 
Table 4-8 presents data for the year 1958, the most recent data now avail- 
able. In that year families and individuals not in families, with incomes of 
less than $2,000 a year, accounted for over three-quarters of a million persons 
or 35 per cent of all persons living on farms. Many changes have occurred 
since 1958 and the proportion of persons in low income families would 
almost certainly be less in 1961. However, it is likely that the proportion 
would be still higher than in urban areas. Thus Table 4-9 indicates that nearly 
26 per cent of rural non-farm families had less than this amount of income 
compared with 10 per cent of urban families. For individuals not living in 
families, the percentages were 75.5 and 53.6 per cent respectively. 





1Information relating to the low income families and individuals by age is available for 
non-farm families and individuals in 1959. See Dominion Bureau of Statistics, Distribution of 
Non-Farm Incomes in Canada by Size, 1959, passim, op. cit. In that year, of all families 
receiving incomes of less than $1,000, 38 per cent were 65 or over, while in the income class 
$1,000 to $1,499, 53 per cent were over 65. On the other hand, between 40 and 50 per cent of 
the families receiving less than $2,000 were in the age group 30-64. 
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TABLE 4-9 PERCENTAGE DISTRIBUTION OF FAMILIES AND PERSONS 
NOT IN FAMILIES WITH INCOMES LESS THAN $2,000, 
RURAL NON-FARM AND URBAN, 1961* 














Famili Persons not in 
, ate a Families 
Province 
Number | Per Cent | Number | Per Cent 

Canada 

Rural sINOMstatn eo ae eee 182,174 25.9 170,309 7325 

LITDAT +. ee ee on MO ge eae 285 51 9.6 633,747 53.6 

SOTA ee err kn athe, ae eee 465,705 1206 804,056 See 
Newfoundland 

GOT GaGa Elerion matic ee a oe 19,408 47.1 9,662 89.4 

LIT Dan Rak 2 es Oe eso ee ee er 9,052 20.0 9,983 Tig9 

EL OTAL ey es Fa) ae Na aN ge 28 , 460 32.9 19,645 79.6 
Prince Edward Island 

RUpal SINO=lalitg | ee ee 2,473 35.9 27021 88.6 

Lr Dan eee a ee eas 1,226 16.4 2,470 66.4 

OTA TG eye). ea ae se 3,699 Zook 4,991 76.0 
Nova Scotia 

RUcaINON-laChi eae eee ee 18,039 30.3 13230 84.0 

Dir bati es: se ee eee er ee 12,646 Td 23,817 6277, 

LOLA oo. ctee is cee ae a ee 30,685 20.9 42,054 70.4 
New Brunswick 

Rua eNom farms) 16,692 33.0 12,585 82.4 

AST OAL es eee ee ee on Leo? 12.6 15,592 63.7 

ODA L State Wee i ime, oe 24,251 21.9 Pa ed wf Ti. 
Quebec 

Rurale NOteiaray ee ee 40,376 I 32,990 80.1 

Wirban tee, Ol eta he cee ae ee. 83,282 9.8 177,424 557 

BLOT A Leet eter 2 eee. aot eee 123,658 12.4 210,414 58.5 
Ontario 

RuraleNon-farny.*..2 5s ee ee 33,505 5 AF Pa 41,855 ile 

WOT Dan yee ee ee cick Se eee 96,308 8.2 240 , 783 Sirs 

PLO UA Does Sh tebe tat et Me aieliach ateh e  e 129,813 9.4 282,638 5256 
Manitoba 

Rural SINOMslalt. ee 10,511 31.6 95231 74.4 

LPDAN So pe i eee ee eee 13,835 9.8 32,514 5407 

ELOTAL 6 og he) eee neon ee 4. ep ai AR 24, 346 13.9 41,745 S852 
Saskatchewan 

Rilral@Non-farin. 5.95.66 oe ee 16,576 34.8 14,268 1250 

ASE DAD Ae eae eee as eee Bs 12,367 131 23,380 eee! 

UOT ALR Ai, ease Gt ete Ee ae a 28,943 20.4 37,648 61.0 
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TABLE 4-9 PERCENTAGE DISTRIBUTION OF FAMILIES AND PERSONS 
NOT IN FAMILIES WITH INCOMES LESS THAN $2,000, 
RURAL NON-FARM AND URBAN, 1961*—Concluded 














Famili Persons not in 
: eines Families 
Province 
Number | Per Cent | Number | Per Cent 

Alberta 

JE) BS Ch 252 a er 10,292 25.0 10,838 68.8 

1 PES ee ee ee 17,657 8.9 38,834 48.8 

DRGENIeT Se Rr ceo ee att Be 27,949 11.7 49 ,676 52.1 
‘British Columbia 

ELE RS OS 2) 6 00 14,024 17.3 17,804 65.6 

LU DEES. geek 0 AO 29,531 10.2 68 , 757 55.1 

NY iii i ime: Ube Be tS 43,555 11.9 86,561 57.0 
Yukon 

Petrral INO fata... 0. cesehussceeedachin leer 278 16.6 314 52.0 

CEST a ee eee ree 68 6.0 193 31.8 

“CTT aa tate ea a li a ae 346 12:3 507 41.9 


*Excludes families and persons not in families resident in farm households. 

Income includes: 

(a) Gross cash wages, salaries, commissions and tips (before deduction for income tax, pensions, 
unemployment insurance, etc.). 

(6) Net income (gross income less operating expenses) earned from own business or from a pro- 
fessional practice. 

(c) Family allowances. 

(d) Old-age assistance and old-age security payments. 

(e) Other government transfer payments, e.g., unemployment insurance, workmen’s compensation, 
veterans’ pensions and allowances, disability pensions, mothers’ allowance, etc. 

(f) Retirement pensions. 

(g) Bond and bank interest and dividends. 

(4) Other investment income, e.g., net rents, mortgage interest, estate income, etc. 

(i) All money income, e.g., annuities, income from roomers and boarders, alimony, etc. 

Family income is the total of the above sources of income reported by all members of the family 

15 years of age and over. 


SOURCE: Dominion Bureau of Statistics, Summary Family Income Statistics, Ottawa: 
Queen’s Printer, 1963. 


The data presented in Table 4-9 also indicate that there are a sizeable 
number of low income families and individuals in every province. The per- 
centage of low income families, however, differs significantly between prov- 
inces. Newfoundland has the highest proportion of families and individuals, 
both rural non-farm and urban, with incomes below $2,000, while Ontario, 
Alberta and British Columbia have the lowest proportions. 

Similar results to those presented above are obtained from data relat- 
_ ing to the earnings of wage-workers, evident in Tables 4-10 to 4-12. It must 
be emphasized that the statistics are limited to wage-earners only and do not 
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include the self-employed such as farmers and professional men; or the 
retired, permanently disabled, or persons who, for one reason or another, 
are not considered as members of the labour force. The financial status of 
those groups excluded from the category of wage-earners can be seen to 
some extent from the data presented above on income distribution. 

Table 4-10 indicates that in current dollars there was a significant 
decline in the percentage of wage earners earning less than $2,000 between 
the years 1951 and 1961. While 44.3 per cent of all male wage earners 
earned less than this amount in 1951, by 1961 the percentage had been 
reduced to 21.2 per cent. In the case of female wage earners the reduction 
was from 85.9 to 50.3 per cent. For all wage earners, while it is obvious 
that there has been a substantial drop during the decade, a significant per- 
centage, nearly 30 per cent, remained in this low earning range. _ 

So far, our analysis has been presented in current dollar terms. But 
we know that prices have risen between 1951 and 1961 and as a result the 
purchasing power of the Canadian dollar has been somewhat reduced. 

Between 1951 and 1961 the general price level in Canada has risen by 
23.6 per cent.1 Hence the purchasing power of the Canadian dollar has 
declined by a corresponding proportion during the decade. If we wish to 


TABLE 4-10 PERCENTAGE OF WAGE EARNERS EARNING LESS THAN 
$2,000 PER YEAR, BY SEX, PROVINCES AND CANADA, 1951 AND 1961 




















1951 1961 
Province cc cc 

Male | Female | Total Male | Female | Total 
Ganida.. oe ee vee oe. 44.3 85.9 54.9 2182 5073 29.6 
Newtoundindaeen eo ce eee 69.1 96.0 74.3 36.8 f2e2 44.3 
Prince Edward Island...................... 75.9 OTn2 Sits 46.6 73.8 54.9 
INGVaISCOllawe eer ee Sse) 03.3 65.9 29.8 64.4 38.5 
NeéwaBrunswickir1. eee 64.2 93.2 Tie2 34.3 64.2 42 
UG HEC mere tis Siac. one eee 50.5 98.4 60.3 2204 me he 31.0 
OntatiOme ee een eee 35.4 81.0 A as 1633 45.9 25e8 
IMLATTODa metas eet eee 46.2 90.6 58.6 20.9 5382 Sim 
DASKALCHE WAT Bent eee eee 57.0 90.8 66.6 27a 50.6 3422 
WN Lo Yeig tsk ena Ree ee eee ee eee 45.4 87.3 5527, POSS 50.0 29.2 
British CouunDig wi eee ee soll! 84.3 46.9 17.0 46.5 25.4 
YUKON ee 29.7 65.7 3452 15-6 Ant 2153 








Source: Based on Table 4-6. 


1This percentage is based on the implicit price index of Gross National Expenditure 
which rose from 86.3 in 1951 to 106.7 in 1961 (Base of Index: 1957=100). The data are from 
Dominion Bureau of Statistics, National Accounts Income and Expenditure by Quarters, 
1947-1961, Ottawa: Queen’s Printer, 1962, pp. 75 and 77. 
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obtain a rough indication of how many dollars a person had to earn in 1961 
to purchase as many goods and services as a person earning $2,000 in 1951, 
we have to add 23.6 per cent. This works out to earnings of $2,472 in 1961 
which are equivalent to the purchasing power of earnings of $2,000 in 1951. 

To make a comparison of earnings distribution between 1951 and 1961 
in terms of purchasing power of the earnings in these two years the comparison 
must be made between persons earning less than $2,000 in 1951 and those 
earning $2,499* or less in 1961. Table 4-11 indicates that in 1951 there were 
44.3 per cent of male wage earners in the labour force earning less than 
$2,000 while in 1961, 28.4 per cent were earning less than $2,500. The 
corresponding figures for female wage earners are 86.0 per cent and 65.7 
per cent. The data suggest that in real terms the earnings position of low wage 
earners has improved at a notably lesser rate than is indicated by current 
dollar figures. 

Nor can it be said that the average wage earner has reached the stage 
where he could be considered affluent. Thus in 1961, as shown in Table 4-11, 
the median earnings in current dollars of wage earners in Canada amounted to 
$3,625 for males and $1,990 for females,” while the proportion earning more 
than $6,000, although up significantly from 1951, still accounted for only 
12.4 per cent of male wage earners and 1.2 per cent of female wage earners. 

Canadian averages can conceal significant differences both between 
provinces and between regions. In 1961, for example, only about 16 per cent 
of male wage earners in Ontario and British Columbia earned less than $2,000, 
in the Atlantic Provinces the percentage ranged between 29.8 per cent and 
46.6 per cent. Such comparisons are limited by the fact that the data generally 
exclude those whose incomes are earned in agriculture or other occupations 
not characterized by wage earning and by differences in the price structure 
between regions, but they are sufficiently reliable to indicate that low incomes 
are much more characteristic in certain regions of Canada than in others. 

Regional differences in earnings are also evident from Table 4-12 
where in 1961, in every province the proportion of male earners in rural areas 
earning less than $2,000 a year was twice that of urban areas. For female 
wage earners the rural urban difference is even greater. 

Although there are still a large number of Canadian wage earners 
with low earnings this would be of little social significance if such wage earners 
were unmarried, young, healthy men or women just beginning their working 
life, or if they were married women with husbands earning an adequate 





1We have added the $2,000-2,499 group in 1961 to obtain comparable data in real terms. 
between 1951 and 1961, to take account of the effect of a 23.6 per cent increase in the general 
price level during the decade referred to above. 

2 Median earnings are defined as that level of earnings which divides the earning group 
in half. Fifty per cent earned more and 50 per cent earned less than this amount. 
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TABLE 4-11 WAGE EARNERS, REPORTING EARNINGS, 15 YEARS OF AGE 
AND OVER, BY SEX, SHOWING MEDIAN EARNINGS, AND NUMBER 
AND PERCENTAGE DISTRIBUTION BY AMOUNT OF EARNINGS, 
DURING THE 12 MONTHS PRIOR TO THE CENSUS DATE, 
CANADA, PROVINCES, AND TERRITORIES, 

1951 AND 1961 




















Median Total Number 
; : aes. 
Prone oe Earnings Reporting Earnings 
Male Female Male Female 
$ $ 
Ge (a Eee Nemes Peete me ae Neh. dock © Maan ne 1951 pipe WM | ea ne 897,997 993 , 645 
1961 Soa Spas 1,990 3,622,033 1,475 5113 
INEWloundIAnC 2st eek ascetic tee 1951 1,342 587 60,458 14,347 
1961 2,645 1,256 71,786 19,445 
Princes Edwaraisland. +. eee 1951 1,193 694 12,719 4,790 
1961 2,134 179 14,655 6,469 
INOVALSCOLA 1. 5.cte ethan erie deere 1951 as ie 857 130,346 355553 
1961 2,957 1,499 145,665 50,175 
ING W: BTULS WICKr eyster niehc es ecetac ase scree 1951 1,601 893 90,056 28,088 
1961 2.723 1,519 107,265 39,050 
WIE DEC ST esc en iko 1951 1,986 1,150 803 , 202 277,276 
1961 3,367 1,904 1,015,267 388,224 . 
CONtATIONe ce re Lie Redhat bin ees 1951 2,308 eg es 1,113,934 398,148 
1961 32935 Zal 3a, 1,378,061 601,081 
WeartiO Dat fetes acre oe ee 1951 2,080 1,159 144,765 56,301 
1961 3,546 1,889 Tis 135 78,854 
ask ache Wane wees. cues aes eee emer 1951 1,794 1137 101 , 556 39,824 
1961 3,304 1,978 1267112 55,059 
AG Orta hme ahs ee eae 1951 2,098 1,897 163,624 533033 
1961 3,679 1,999 241,668 101,142 
British GOlmM bia... ace cok eee 1951 2,300 Logos 21137923 85,586 
1961 4,126 Dolio 342,182 133,518 
EY UK OE erate ie area he eh eee eee 1951 2,596 1,592 3,166 455 
1961 4,556 FARE M 4,142 1,202 
INOTea West. LCL TitOries . imcssccnstiscasseenoeet 1951 2,594 1,198 2,448 246 
1961 4,520 2,240 4,094 894 








mT 
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TABLE 4-11 WAGE EARNERS, REPORTING EARNINGS, 15 YEARS OF AGE 
AND OVER, BY SEX, SHOWING MEDIAN EARNINGS, AND NUMBER 
AND PERCENTAGE DISTRIBUTION BY AMOUNT OF EARNINGS, 
DURING THE 12 MONTHS PRIOR TO THE CENSUS DATE, 
CANADA, PROVINCES, AND TERRITORIES, 

1951 AND 1961—Continued 


Wage Earners Reporting Earnings by Amount of Earnings 


Province —$500 $500-—999 $1,000—1,499 
Year |———____- 





Male Female Male Female Male Female 














EE ee ee oe | 1951 7.3 18.9 8 19.7 11.9 25.9 
1961 4.8 13.4 4.8 11.8 50 12.4 
Mrewroundland............::......-ss00cce.00 1951 17.6 45.1 21.1 28.2 16.4 15.2 
1961 T<3 19.2 cpa 19.7 11.6 21.6 
eince Edward Island...........;........ 1951 20.9 39.0 Dh 2352 19.2 235-5 
1961 10.9 21d 12.8 17.0 12.6 15.4 
MS COUIGs ni. vscccsvasosssoscccneevatsoeeses 1951 2 32 30 13.0 25.2 15 2350 
1961 6.4 19.6 6.9 15.4 8.3 15.0 
EMUMEST UNAS WICK....0<..sc0cecceseesecseeseroe 1951 te St .2 15.9 23.9 19.3 25°33 
1961 75 19.9 8.9 153 9.9 14.2 
eh eiiiy scivallvhotesescesbnacecs 1951 7.0 1723 9.6 24.5 14.8 Di aes 
1961 4.3 10.9 5.1 18:7 6.4 14.1 
Se 1951 S52 15.8 5.9 16.0 9.2 24.4 
1961 a2 12.8 3.8 10.9 4.2 11.3 
MC ODA cea coo cccccncavecssvedeceaseoostavecs 1951 8.0 19.8 9.2 20.3 5 31.0 
1961 5.0 13.9 4.9 12.0 5.6 131 
BE EALCIOWADL.. «..0...0<ccccnscsncccccosenoneos 1951 12-7 Dos 13.9 17.2 13.2 275 
1961 7.1 16.1 8 12.3 a 9.9 
Oe Ee I ae ane: a 1951 7.6 OS 9.2 18.3 12.0 O74 
1961 5.4 15.4 4.9 12.0 ae: 11.4 
Menitish) Colum bia....;.....<.6:..000.0000000+ 1951 5.7 18.4 5.9 16.5 8.8 26.5 
1961 4.5 14.7 4.0 i.7 4.4 10.7 
UE A Oc oi cn sonnsccdlovsec¥en 1951 3 19.6 4.5 14.3 eee: IDET 
1961 3.1 12.3 4.0 11.2 4.2 9.7 
Northwest Territories.................... 1951 2.7 13.8 4.5 26.58 9.2 23.6 
1961 3.6 13.5 4.1 12.8 4 8.9 
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TABLE 4-11 WAGE EARNERS, REPORTING EARNINGS, 15 YEARS OF AGE 
AND OVER, BY SEX, SHOWING MEDIAN EARNINGS, AND NUMBER 
AND PERCENTAGE DISTRIBUTION BY AMOUNT OF EARNINGS, 
DURING THE 12 MONTHS PRIOR TO THE CENSUS DATE, 
CANADA, PROVINCES, AND TERRITORIES, 

1951 AND 1961—Continued 








Wage Earners Reporting Earnings by Amount of Earnings 




















Province $1,500-1,999 $2,000—2,499 $2,500-2,999 

Year |__| _cx cc 

Male | Female Male | Female Male | Female 
% % % % % % 
Gandda saree ee eee oe 1951 16.5 ZLeS 2216 9.8 1358 Das 
1961 5.4 1276" WES 15.4 US Lig 
Newtoundlands...3.. 2. 1951 14.0 Bs 1358 2.8 Tes 0.7 
1961 972 ile Rew 1120 9.8 8.1 5.9 
Prince Edward Island.................... 1951 1401 6:5 it pas | 55 0.5 
1961 10.3 13.9 12.6 1225 8.9 6.7) 
INOvarScotiae faye ee eae. 195] 19.0 12:6 19.2 4.8 11.4 1.4 
1961 | Se 13.4 ta | 14.3 9.8 87Z 
New Bris Wicks. =: ee ee 1951 TRY 12.8 17-0 5a 8.9 lez 
1961 8.0 14.8 11.3 14.9 OM] 8.2 

Quebec... eueacewar meee ate 1951 19.1 19.4 2223 8.3 i351 2.27 
1961 6.6 16n5 9.4 L6e5 9.6 LivG 
Ontario ene ee ee ae 1951 14.6 D5 22 23-1 1236 18.9 Bho 
1961 4,1 10.9 6.4 14.9 70 11.9 
Manito basse tie eects 1951 35 19.5 0358 6t 7a wo 1.9 
1961 5.4 14,2 8.0 17.0 Tal 10.4 
Sackatcne Wate. ce ee eae 1951 Lie 20.8 19.7 (hw? 10.8 134 
1961 6.1 1253 8.6 159 7.4 10.2 
Alberta ae en aoe eects ot en 1951 16-7 20.1 23e1 9.2 14.0 2.4 
1961 4.9 11.2 i es) 15.3 6.6 10.3 
Betis Columbia ee es 1951 14.7 22.9 24.9 10.6 18.6 3.2 
1961 4.1 9.4 5.8 1522 520 10.9 
PY UROL ee rcs eee ees 1951 15.1 10.20 Oe 722 18.0 15.6 9.0 
1961 4.2 8.9 Sat 1233 4. 9.0 
Northwest Territories..........000000000. 1951 13.4 1623) V1 750 9.8 16.9 4.9 
1961 siege, 9.4 6.0 Lie me ap | tag 
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TABLE 4-11 WAGE EARNERS, REPORTING EARNINGS, 15 YEARS OF AGE 
AND OVER, BY SEX, SHOWING MEDIAN EARNINGS, AND NUMBER 
AND PERCENTAGE DISTRIBUTION BY AMOUNT OF EARNINGS, 


DURING THE 12 MONTHS PRIOR TO THE CENSUS DATE, 


CANADA, PROVINCES, AND TERRITORIES, 
1951 AND 1961—Concluded 














Province 


i ih ca nan necenny ave hebin 


MM OUMIMCIAIAG. .........c0c-s0ieesecoecnnevoues 


Prince Edward Island.................... 


ANS COTA... cs snciccccsscitaccevescantesees: 


Mer TUS WICK... <cc.c0vcserssereceentoor 


MALOU AS coc. ecceccdacesssvenccesvevsevens 


BE KAICHC WAM, ........2ccccccceeeesceoenevees 


PO Roca hekies secuighesanevevesees 











Wage Earners Reporting Earnings by Amount of Earnings 
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$6,000* 
Male | Female 
% % 
| ee) 0.03 
12.4 ee? 
0.7 0.007 
6.7 0.3 
0.6 — 
4.2 0.2 
0.06 0.01 
7.0 0.6 
0.7 — 
5.8 0.3 
bes) — 
10.2 On] 
1.8 
14.8 1.6 
1.6 — 
11.0 0.9 
0. 
9. 1.0 
1.4 
13.6 1.2 
1.4 
15.7 1.6 
1.4 
21.8 Pe) 
1.3 — 
Dap Se 4.0 


*Excludes wage earners who did not report earnings and wage earners who did not work for 
wages or salary during the 12 months prior to the census date, June 1, 1961, e.g., members of 
religious orders who received payment in kind only. 


Source: Dominion Bureau of Statistics, Census of Canada 1961, Vol. II, Part 3, Ottawa: 


Queen’s Printer, 1963, Table 9. 
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TABLE 4-12 PERCENTAGE OF WAGE EARNERS EARNING LESS THAN 
$2,000 PER YEAR, BY SEX, CANADA AND PROVINCES, 
RURAL AND URBAN, 1961 


Province Male Female 

Canada 

Rrra eet hte | lah Nan pilots os her Aenea ry 3050 66.8 

UEDA 1 Bere Se each, ee a en eo ieee! A733 
Newfoundland ; 

aie. ee Soke Me Ne ae Se oa eee, ae ee 55.6 86.0 

(Uigal latter. Semene PEE S a MORO ao) Oi, yn eee een ee) eee ee ae 24.2 ey Oe: 
Prince Edward Island 

Br ee Re ae ee ae essa ae 60.1 77.0 

LG i gates: ep ee kr en or, Nye Ye On ae GWE ce ie en 30.4 PAL) 
Nova Scotia 

LET bigs) ts J Sgn Caen WRT TSE TEL oss,” ey on Cnn ome Eo 9 43.3 72.8 

LIPDAT ee oe nc aa ae Seen eer ee ome 21a 595 
New Brunswick 

Rr al ee oe ee oe ak ae ae A, Sia 14a 

LG ea Wa Rees ae ERA SNEG SBR Ty Mec tt ns oe Gen a ne Nar Tie nt WEL ae 19.8 58.8 
Quebec 

AR ULE et ee: Meera ont hea a 2 We te) es et ban ae 48.1 70.6 

LEldarcui Me em coerce oe ee eee wee? Str Lean eee nee ee ee He pe 49.7 
Ontario 

| Sheed Wee es ay ene, ein ER ee se Fe, A 29 72 60.5 

AGidacsie Weyer rete eres 2 ty Shs Dea ey eee Oe ae: SEE Oy 17h 13.4 44.0 
Manitoba 

BRUT all ea a eee ie nae Dain Ni, el te 41.6 60.7 

UEDA ee ee, Fe ee ee ee, 1525 S20 
Saskatchewan 

LSA Dig: | OG Mo nave en ae ae Ree. ee an) eas Gm be Oe 45.9 61.1 

Ra oe Saute ete, ee Rn RARE Meo RNR RT Bete ne men) ee Li 47.1 
Alberta 

RAEN gs ck A Aaa ee CORORAINY een renin 9. 5, Rie name) Be Mean e mE Set 197 38.2 61.4 

RTT DOT are we ol ie ees eI re Sli ee Rc) nD ie Seal riper 48.2 
British Columbia 

Reara beet eee eee. ee a Et re betas Nee Hes Pata) 59.5 

Winban trn5 Ts a ee to 1326 44.3 


Source: Based on Dominion Bureau of Statistics, Census of Canada 1961, Vol. Ii, 
Part 3, Ottawa: Queen’s Printer, 1963, Table 14. 
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wage. Unfortunately the statistics available at present do not enable us to 
separate out these individuals from those for whom low wages constitute a 
real burden. On the other hand, a sizeable proportion of this group does. 
consist of married couples with children who find it difficult to provide more 
than the basic necessities of life out of such resources. Indeed as shown in 
Tables 4-7 to 4-9, if we were to include the families where the sole wage 
earner earned less than $3,000 a year it could hardly be said that they have 
sufficient income to provide the necessities of life including adequate health 
care. 

Although we recognize that some persons in 1961, because of their 
youth or their limited responsibilities could provide the health services they 
needed from an income of $2,000, the fact that a sizeable number of Cana- 
dians had less than this income suggests that there is still a substantial segment. 
of our population who may need health care and cannot afford to pay for it. 
How far their needs are currently met through public assistance benefits is. 
discussed in Chapter 18. 

Poverty is relative and families with low real incomes have continued. 
to persist despite the fact that most Canadians are better off than a generation 
ago. Many individuals and families have moved up in the income scale but 
there remains a sizeable proportion of our population whose level of income 
keeps them at or below what is now considered a minimum standard of living. 
in Canada. 
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Health Status of the Canadian People 


INTRODUCTION 


The purpose of health services is to preserve or improve the health of 
the people or minimize the consequences of ill health. Hence their effec- 
tiveness will be judged, in the final analysis, by the extent to which they 
enable us to prevent, diagnose, or successfully treat illness, and to rehabili- 
tate those who are physically or mentally incapacitated by illness or injury. 

An assessment of the health status of the Canadian people thus 
becomes a necessary prerequisite to a comprehensive examination of our 
health services which, in common with most other organizational arrange- 
ments, have a self-perpetuating tendency. The more unwieldy, complex, and 
costly these institutions and organizational arrangements become, the greater 
the necessity for evaluating them against their basic objectives.* 


Measuring Health in Terms of Illness 


Any quantitative evaluation of the health status of a people relies 
largely on the traditional method of measuring the negative manifestations 
of health. These may present themselves as physical or mental disease and 
injury or health impairment, or what is termed “morbidity”. 

Morbidity is a state of health below a given norm; it may be due to 
illness, injury, or impairment. The norm may vary, however, depending on 
its purpose, all the way from perfect health and the ability to undertake the 
most arduous physical and mental tasks, to just adequate health required to 
perform certain ordinary activities of everyday life. Thus in assessing what 
could be a desirable norm, account must be taken of both objective and 
subjective criteria. 


1QOne of the necessary elements for such an evaluation is the availability of adequate 
statistical and other factual information. Much remains to be done, however, to produce in the 
health field a statistical system comparable to those available in other areas of our social fabric. 
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Objective criteria are those set by organizations or institutions 
requiring a given standard of health for the performance of certain duties, 
e.g., the fitness requirements for persons entering the Armed Forces, to 
qualify for certain particularly arduous tasks, such as pilots, policemen, 
firemen, and also for certain other types of work, e.g., industrial employment, 
Or government service. These criteria are objective only with respect to the 
task for which the health of the individual is examined. A person fit for one 
type of activity may not be fit for another. 

Objective criteria may be based also on medical knowledge and 
experience which enable the physician to determine beyond any reasonable 
doubt the existence of impaired health. 

Subjective criteria imply a judgment of the radical about the 
effectiveness of his state of health to perform certain functions. These criteria 
vary further because the same state of morbidity will affect different individ- 
uals in different ways. One person may ignore a headache as a passing phase 
not detrimental to his general well-being while another may want to see 
a physician and interrupt his normal activity.1 Even though health defects 
may vary in their effect on the organism of the individual, the existence or 
absence of such defects can, of course, often be objectively established. 

The physician’s evaluation of a patient’s health, in turn, may depend 
on his training and the availability of modern diagnostic services. The 
physician’s interpretation even of objectively determined symptoms may lead 
to different assessments or diagnoses. 

Taking account of both the objective and the subjective criteria we 
arrive at a concept of health which enables us to establish a state of well- 
being in which people are able to perform certain tasks and lead a satis- 
factory life. If this dual objective is not achieved because of either physical 
or mental disease, illness, injury, or other health impairment, we speak of 
morbidity. The concept generally used then is one of adequate health in 
relation to certain objectives and not a concept of “perfect” health or health 
per se.” 

By adequate health we mean the highest health standards for the 
Canadian people consistent with the most effective use of the expanding 


1The Canadian Sickness Survey undertaken by the Dominion Bureau of Statistics and 
the Department of National Health and Welfare in 1950-51 showed that persons in Newfound- 
land reported proportionately fewer minor illnesses than people in British Columbia. There may 
have been a variety of reasons for this but one possible explanation would be the different 
attitudes of residents of Newfoundland in what they consider an adequate state of health as 
compared with the attitudes of persons living in British Columbia. 

2 The problem of arriving at a generally acceptable and quantifiable concept of positive 
health has been the subject of extensive studies but so far without conclusive results. 
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resources of this country and employing all the preventive, diagnostic, treat- 
ment, and rehabilitative services we are capable of rendering.* 

Measurement of health is beset with numerous difficulties. The transi- 
tion from health to ill-health—or morbidity—is often a gradual one and 
hence the decision where one state ends and the other begins involves some 
judgment. Frequently we have to rely on the subjective judgment of the 
patient or the art rather than the science of the physician. The same applies 
throughout the various stages of illness until the climax of severity, namely 
death, is reached. 

This is one reason why the measurement of mortality has continued 
to be the most reliable single indicator of health conditions. It can, however, 
no longer remain the only such indicator. One of the spectacular results of 
the advances in health care is the effective control of some once fatal 
diseases, particularly the infectious ones, and the elimination of fatality or 
its postponement in the case of other diseases. Also, the impact of many 
long-term diseases, which constitute our main health problems today, lies 
not only in their fatality—for some like mental disease or arthritis have very 
low fatality rates—but also in their duration, the extent and degree of 
disability they cause, and the amount of services they require. These factors 
are not reflected by mortality data. But as soon as we move away from the 
clearly identifiable event of death to other characteristics of morbidity, we 
encounter difficulty in reliably and objectively establishing the facts. Scien- 
tific efforts to quantify the non-fatal characteristics of morbidity are rela- 
tively new, and little or no effort has so far been made in Canada to estab- 
lish an integrated system of data collection to supplement the well-established 
mortality statistics. In the briefs submitted to this Commission frequent 
references are made to the inadequacy of data concerning Canada’s health 
status and health needs. For the present, only mortality and some hospital 
statistics are available to indicate historic trends and to make comparisons 
with other countries. Even these data need to be improved to adapt them to 
today’s health problems. 

Because of inadequate data it will be necessary to refer to sources 
which are often limited in scope or outdated, and some judgment regarding 
their general validity will be made. We believe, however, that the data 
presented in this chapter appear to be adequate for a reasonable assess- 
ment of the health status of the Canadian people and the main health prob- 
lems facing our nation today. Still the need of improving and extending 
data on the health of the Canadian people remains an important task for the 
future.” 


1For a statement of principles of achieving the highest possible health standards see 
Health Charter for Canadians in Chapter 1. 
2See Chapter 2, Recommendations 184 and 186-189. 
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MORTALITY AND THE LIFE SPAN 


General Mortality Trends in Canada, 1931 to 1960 


General mortality refers to mortality from all causes without regard 


to mortality from specific diseases. Four different, though related, measures 
of mortality are presented in Table 5-1." 


ihe 


The Number of Deaths (Col. 1): The number of deaths occurring 
in the country will largely depend on the size of the population. 
As Canada’s population has increased, the number of deaths must 
also be expected to increase. Therefore, the absolute number of 
deaths in itself does not permit any conclusions’ regarding health 
conditions. Its growth, however, from some 100,000 in 1931 to 
about 140,000 in 1961 indicates a greater volume of deaths occurring, 
hence a greater number of fatal illnesses and accidents and a cor- 
respondingly greater demand for services to treat such illnesses. This 
is a reminder that even under improving health conditions the demand 
for services must be expected to rise as the population increases. 


The Crude Death Rate (Col. 2): In order to determine whether the 
impact of mortality today is higher or lower than before, we have to 
separate it from the population growth and see what would have 
happened if the size of the population had not changed. This is done 
by employing a rate, which tells us how many died in each year for — 
every 1,000 of the population. The crude death rate shows that in 
1960 only 7.8 people died per 1,000 population, compared to 10.2 
deaths per 1,000 population in 1931. Mortality has thus improved 
(by about 25 per cent according to this measure) although the 
absolute number of deaths has increased. This measure is thus inde- 
pendent of the size of the population but it does not compensate for 
changes in the age and sex composition of the population. Neverthe- 
less, the crude death rate from year to year does reflect changes in 
mortality, and is therefore a useful broad measure of trends and of 
comparisons with other countries where more refined indicators are 
not readily available. 

The Standardized Death Rate (Col. 3): This rate is adjusted so as 
to eliminate the effect of a changing age and sex composition of the 
population. We know that the chances of dying increase with age. 
Therefore, the greater the proportion of older people, the greater the 
probability of more people dying. The standardized or adjusted rate 





1 Rates are computed as follows in this chapter, unless otherwise stated: general death 


rates (i.e., deaths from all causes) per 1,000 population; causes of death rates per 100,000 
population; infant mortality rate per 1,000 live births; maternal mortality rate per 100,000 live 


births. 
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is computed by applying the number of people at each age dying 
annually to a population with a uniform age composition. 

4. The Age-proportional Death Rate (Col. 4): This is a death rate 
calculated by weighting the number of deaths according to the recip- 
rocal of the age at which they occur. This eliminates the need for 
referring to any particular age distribution of the population and 
reflects in a general way the decreasing social impact of death with 
increasing age at which it occurs.? By this measure mortality has 
declined by 39 per cent from 1931 to 1960. 


At our present stage of knowledge, lower mortality is generally 
regarded as a sign of better health. This is largely justifiable because it 
means a reduction in the final consequence of ill health, but if we succeed 
in keeping people alive longer, we face the task of keeping them healthier. 
Life is not synonymous with health. We are succeeding today in prolonging 
the life of many patients without always curing their disease. But “where 
there is life, there is hope” and once we have extended life there is always 
the possibility—or hope—of a cure or of arresting the disease process. 
Reduced mortality then is at least a first step towards better health. The 
mortality rate, however, does not tell the whole story because it does not 
reflect changes in fields such as mental health and diseases which may be 
largely disabling without necessarily being fatal. 


Age, Sex, and Regional Differences 


The reduction of mortality has not been evenly distributed among the 
various age and sex groups of the population. The crude death rate in 1960 
stood at 9.3 per 1,000 population for males and at 6.6 for females. If, by the 
use of the standardized*® rate, we adjust for the different age distribution 
between males and females, we find that the more rapid decline of mortality 
among females has led to a widening gap between the rates for the two sexes. 
Although in 1930, the female standardized rate amounted to 92 per cent of 
the male rate, by 1960 it was reduced to only 71 per cent; some of the causes 
for the greater premature mortality among males will be referred to in the 
following pages. 


1In this case, Canada’s population in 1956, the mid-year between two decennial Censuses 
and two revisions of the International Classification of Diseases. 

2Tf it is accepted that an individual’s contribution to society culminates when he 
approaches the peak of his career and has raised his children, then it can be assumed that his 
inevitable death will be less disrupting the later in life it occurs. This can be expressed sta- 
tistically by weighting the number of deaths according to the age at which they occur, decreasing 
the weight with increasing age. This method oversimplifies the impact of death among some 
younger age groups but it is valid for the vast majority of deaths in Canada of which in 1960 
about 77 per cent occur at ages of 50 and over, and 80 per cent at age 45 and over. See also: 
Kohn, R., “An Objective Mortality Indicator”, Canadian Journal of Public Health, Vol. 42, 
Bsept. 1951, pp. 375-379. 

®To Canada’s 1956 population. 
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TABLE 5-1 MORTALITY IN CANADA, 1931-1960 

















(1) (2) (3) (4) 
MES Number Crude Standardized pr es, ann 
of Deaths* Death Rate* | Death Rate* Death Rate+ 

193.1 Siti. Serene 108 , 446 1b 2 20.8 
1932 Re ee ce mae 108,161 10.0 Pa 203 
je Pel een os i ei ial 105,603 Sha 11.6 19.4 
AO 3 Arete: Gi 1 Reha 105 2 9.5 11.4 18.9 
1935552 oe eee eee. 109,724 9:9 11.6- 1922 
TOSG eS, tite eee tit ul 939 1 8-5) 20.3 
LOS 7a ee eee se 118,019 10.4 de 20.4 
19380 ole erie ares 110,647 Or7. je | 1Ss3 
jE Serle ee eee ete eo 112,729 ii Lue 18.4 
LOO SF ccs Behera dame aae eer 114,77 9.8 Lae 18.2 
ENB ae eee ee rere ees 118,797 10.1 lige 18.6 
iF Ga A is RIN a cl oR 117,110 9.8 1077 17-7 
1943 Zthaccin ha Weer ee 122,640 1053 11.0 18.3 
1A cect ecih mpi ae 120, 393 9.8 10.5 17.4 
TONS ee ok cath on hin er ae RDS ae 9.3 16.4 
1946 ca. cs ere eh 118,785 9.4 9.9 1632 
LOA TOR Ss dh caret a neath 121,503 9.4 al 1a 
LOS Gee ey ceana ere eee es. 122,974 o7 3 9.5 ees 
1949 or, ys arsenate cue 124,567 9.3 9.4 14.9 
1950 Smt Get eee 124,220 9.1 9.1 14.5 
LOS ieee et rae ee 125,823 9.0 9.0 14.3 
£ORD OPER tipeite es tie ere 126,385 8.7 8.8 1329 
1953.5 chk eres tec ike eee 1275791 8.6 8.6 13e0 
be CAR ae, Mirra el 124,855 Raz %.2 1348 
[Oe Ae eins Mince rer pmo ee 128,476 Sez 8.2 £30 
1956 2. aes aoe ees ee 131,961 8.2 8.2 13.4 
bY beet eee Pog? Una ie 136,379 5.2 8.3 13.0 
195 Sine hu ind Sich ttre seek 135,201 ree) 8.0 1257 
£950 seu pee Pee rane 139,913 8.0 8.1 12.8 
1960 20 5 eee eee ee ees 139,693 fies 129 12.6 
LOG Leen ee cee 140,985 I = —- 





* Dominion Bureau of Statistics, Vital Statistics 1960, Ottawa: Queen’s Printer, 1962, 
pp. 30 and 115. 

+ Calculations based on the above; for methods, see: Kohn, R., ‘““An Objective Mortality 
Indicator”, Canadian Journal of Public Health, Vol. 42, September 1951, pO: 3755379: 

+ Dominion Bureau of Statistics, Vital Statistics 1961, Preliminary Annual Report, Ottawa: 
Queen’s Printer, 1962, p. 4. 


SourcE: Kohn, R., The Health Status of the Canadian People, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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TABLE 5-2 POPULATION OF CANADA 1961, IF 1926 DEATH RATE 


HAD PREVAILED 

















(thousands) 
(1) (2) (3) (4) (5) (6) (7) 
Population Computed Computed F 
Year (from | Birth Rate ce Net Total No. ae : x 
Col. 7, | (per 1,000 | of Births neh (1)-+ of Deaths 
previous |population)| (1) x (2) pierce (3)+(4) | G)x 11.4 o. a . 
line) 1,000 1,000 
w926.....:.. 9,717 24.7 240 29 9,986 111 9,875 
4 O.875 24.3 240 55 10,170 113 10,057 
9928......:. 10,057 24.1 242 69 10,368 115 10,253 
P9298... 10,253 23.55 241 a2 10,566 117 10,449 
1930........ 10,449 23.9 250 47 10,746 119 10,627 
8 i... 10,627 232 247 35 10,909 121 10,788 
B32 ss). 10,788 22.3 243 1 11,032 123 10,909 
$933...;..... 10,909 21.0 229 1 11,139 124 11,015 
£934........ 11,015 20.7 228 —13 11,230 126 11,104 
oa 11,104 20:9 228 —13 11,319 127 11,492 
B36. as... it 192 20.3 221 —10 11,409 128 iT 288 
SS a 11,281 20.1 224 —13 11,495 129 11,366 
W938... 11,366 20.7 235 —17 11,584 130 11,454 
9939) 50:5... 11,454 20.6 236 — 8 11,682 131 11551 
1940........ 11551 21.6 249 —21 11,779 132 11,647 
1941 ........ 11,647 22.4 261 —17 11,891 133 11,758 
W942 oo... 11,758 23.5 276 —12 12,022 134 11,888 
1943........ 11,888 24.2 288 —24 12,152 136 12,016 
1944........ 12,016 24.0 288 — 20 12,284 137 12,147 
£945........ 12,147 24.3 295 —51 12,391 138 12.253 
1946........ 12-253 272 333 3 12,589 140 12,449 
W947... 12,449 28.9 360 15 12,824 142 12,682 
1948........ 12,682 25.3 346 42 13,070 145 12925 
1949........ 12,925 25S 353 37 135395 147 13,168 
#950 ....... 13,168 ZEA 3571 17 13.542 150 13,392 
g951........ 13,392 212 364 42 13,798 153 13,645 
F952... 13,645 27.9 381 173 14,199 156 14,043 
BOSS ........ 14,043 281 395 96 14,534 160 14,374 
1954... 14,374 28.0 410 131 14,915 164 14,751 
 — 14,751 28.2 416 97 15,264 168 15,096 
1956........ 15,096 28.0 423 64 15,583 172 15,411 
Sy a 15,411 28.3 436 196 16,043 176 15,867 
$958...:.... 15,867 21.6 438 135 16,440 181 16,259 
a 16,259 2h 447 64 16,770 185 16,585 
1960........ 16,585 26.9 446 48 17,079 189 16,890 
1961 |... 16,890 26.1 441 33 17,364 193 17,171 
Actual population; L9GP 2.656. os ccsidecdlotcesmteaede 18,238,000 
Hypothetical population, 1961 (Col. 7).......60......0. 17,171,000 
Inerease due to mortality GeChine x viiopcddsencsdcdsovesvacsies 1,067,000 


Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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MORTALITY RATE 


a Oe 
ee 


Year Male Female 
eat ee = Re Pe ee eg ee eee 
1930 Seek eee ae eee tae: [a5 12.4 
1940 ses teal arte hota ic ste 11.8 10.2 
L950 ree er ene 1051 8.1 
LOGO a ee cee is ae ae 9.3 6.6 





SourcE: Dominion Bureau of Statistics, Vital Statistics 1960, 
Ottawa: Queen’s Printer, 1962, p. 30. 


Mortality exerts a considerable impact in the first year of life; is at 
its minimum during childhood, adolescence, and young adult ages; and, as 
may be expected, increases notably in the older ages. 

Table 5-3 indicates that infant mortality is only about one-third of 
what it was in 1930. The rates for the remaining younger age groups which 


TABLE 5-3 AGE-SEX SPECIFIC MORTALITY RATES, CANADA, 1960, 1950, 1930 





1950 1930 
F M F M FE 
2308 46.2 36.5 98.4 1S 
et Phy? 1.8 # he) 659 
0.4 1.0 O27 220 2.0 
0.3 0.8 0.6 De, 1.6 
0.5 1.4 0.8 2.8 2.8 
0.6 LL. 1.0 Da 3.6 
OFT, Ae) he by. V4 4.1 
0.9 ee) 1.4 By Fi 4.1 
he) 20) 252 4.6 4.9 
al 4.0 oy! oss. 6.0 
She) 6.6 4.7 Lo, ioe 
5.4 10.0 6.6 10.8 oS 
8.1 15.6 10a eye i pep 7) 
1325 258 16.1 Da tee 20.1 
PAS 36.4 26.4 37.4 32.8 
LEE 54.9 42.8 58.0 50.7 
2926 84.7 69:9 93.2 82.6 
106.3 Io2ee Lida3 141.3 132.8 
IDES PPE | ZOD mL 242.0 23302 





Source: Dominion Bureau of Statistics, Vital Statistics 1960, Ottawa: Queen’s Printer, 1962, 
pp. 126-129. 
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were already comparatively low 30 years ago, have been roughly halved 
during that period. But very little reduction has taken place at the age groups 
above the mid-forties.1 

Regional differences are reflected in the mortality rates for the 
provinces shown in Table 5-4. Several provinces reversed their positions in 
1960 from what they were in 1959. The areas with the lowest and the highest 
standardized rate were the same in both years, namely Saskatchewan and 
the Northwest Territories respectively. 


TABLE 5-4 MORTALITY RATES, CANADA AND PROVINCES, 1960 





: Standardized 
Province Crude Rate Ratee 


OLE ESUIERYC U1 CAIN IIR eg ee 6.6 7.8 
ICO TG WALC. ISIATIG. 6.5. celFovceascecelgdeketccesdges.sedbncotaseoooneue 9.3 4) 60> 
se SO Ree ier te eR re See OF rere 8.4 76 
BR MURS WICK 5. has cassceevesesousseowssowausdesnusumeeecmnerandaamdessccrenes 8 Bod 
(LSS. Seco eSB Gig eae eer a ttle ne Se 6.9 9.0 
RE Mia EN 2 en wh AR Aon ey fined ich onde od Slt os a at on S55 ea 
MMA) cI ere re FS Le srk Pe ash usin Malone Rae a 8.3 7.4 
RO RN ese Ns 5s sal isso HARE Te Wes uidous oases ieigned avmaenhbuse Tee 6.7 
(IRN PTEL ul ile 2 Seon aces pane gS RS ET laa eae ere 6.9 7.4 
I RO NIT go ca avs se yeti bawntevs save ae ann cee bos bewsmnapecniaables oF 7 
| WUOPEL oA iss 8 0 ee ee ea err A oe ne 6.9 LD 
REMORSE TL CELIGOLICS. <. o.c.c.0secsesscevssuaseaneunebeeedoormmvonnenseasvesss 14.2 14.7 

EOIN RON DY: x ORME A Ie a Ra i SRR Rie se SSR aa 7.8 7.9 


* Standardized to Canada 1956 Census population. 


Source: Dominion Bureau of Statistics, Vital Statistics 1960, Ottawa: Queen’s Printer, 1962, 
pp. 115 and 130. 


Life Span 


The length of the life span is regarded as a particularly useful indicator 
for the evaluation of general health conditions. The length of life is the direct 
result of the conditions determining the mortality patterns. Hence what has 
been said about the reduction and differentials of mortality will correspond- 
ingly apply to the changing duration of the life span. To determine how long 
Canadians live, two measures are available: the average age at death, and the 
life expectancy at birth. 


1 Fluctuations in the age group “85 and over’ may be due to small frequencies and 
perhaps also to the changing age-composition within that group. 
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The average age at death indicates the length of life of those dying 
during the current year. These are people who lived their lives under health 
conditions existing in the past. They did not benefit fully from recent advances 
in medical care. The life expectancy at birth, on the other hand, tells us what 
the life pattern for babies born today is likely to be if the current mortality 
experience were to prevail throughout their life time. Their actual life span 
will be different from today’s life table values; if mortality continues to be 
reduced, they will be exposed to those changed conditions throughout the 
coming decades of their lives. 

For the middle aged, the actual expectancy will be sane wtiere be- 
tween that of the people who are dying and of those born today. Thus, the 
average age at death of Canadians today is about 60 years; one might expect 
then that this would have been the life expectancy at birth 60 years ago but 
actually it was then only about 50 years.+ 

The following tabulation shows the average age at death, that is, the 
average length of life of the people dying in each year, for selected years. The 
widening gap between the sexes is as noticeable as it is in the mortality 
rates. 

AVERAGE AGE AT DEATH 








Year Male Female 
tA tee era oe Spry th ee Oe eer meee A422 As 
US 261 Nin Soe Seles Otte Ae a, Py Ne be ne SP oe Dano yse0 
LOS Or ee ie ee ee et ies ees 55.6 58.0 
1960 Fer ee ee ee 59.5 6207 


Source: Dominion Bureau of Statistics, Vital Statistics 1960, 
Ottawa: Queen’s Printer, 1962, p. 119, and communication from 
Dominion Bureau of Statistics. 


These figures are not adjusted to the age structure of the population 
and it is therefore difficult to say how much of the increase is due to improved 
health and living conditions, and how much is the result of the changing age 
composition. For example, the ten-year increase in the average age at death 
in the nineteen thirties is partly due to the unusual increase of the proportion 
of people over 50 in the population which, in turn, is partly due to the lower 
birth rate and the net emigration during that decade. On the other hand, the 
increase in the average age at death during the nineteen fifties occurred despite 


* Lacking Canadian figures for the period around 1900, this figure is taken from the 
US. life tables which are fairly close to Canadian experience. 
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a slightly reduced proportion in the over 50 group. The fact remains, however, 
that Canadians reaching the end of their lives today have on the average lived 
almost 20 years longer than their forbears who died 30 years ago. 

To illustrate the implications of this extension of the life span, we 
may look at its effect upon the economically productive life. Assuming that 
it begins, roughly speaking, at age 15, men dying in 1930 would have spent a 
working life of about 27 years, women of about 29 years. In 1960, the cor- 
responding working life figures were 45 for men and 48 for women, an increase 
of about two-thirds over the 30-year period. It must be noted, however, that 
this is the potential, and not the actual working life span. The latter would be 
shorter due to the amount of disability before death. 

Life tables indicate the life expectancy at various ages, based on 
the probability of dying or surviving at a given age, this probability being 
computed from the current mortality pattern. With this pattern prevailing 
from the time of birth, the life expectancy at birth gives the expected total life 
span. It has been increasing for Canadians as follows: 


LIFE EXPECTANCY AT BIRTH 








Year Male* Female* 
Ai pares taranent: or... LEN Beara tsogh 60.00 62.10 
oa aah ei ah ae ceria nae en CR eh 62.96 66.30 
Mer ES oe i oe ak camera 66.33 70.83 
ee 4 ee es he 67.61 72,92, 
ES aeeclee Rae arity og -ne Maney eee 68.35 74.17 


* The total for both sexes is sometimes arrived at by taking the 
unweighted mean of the two sets of figures. This gives a fairly good 
over-all picture but is not fully representative. For the many uses of 
the values for the whole population (i.e., both sexes) it would be helpful 
if these values were incorporated in the life table. 


SourcE: Dominion Bureau of Statistics, Vital Statistics 1960, 
Ottawa: Queen’s Printer, 1962; p. 62, and Canadian Life Tables 1960- 
1962, Ottawa: Queen’s Printer, 1963. pp. 6 and 8. 


Canada and Other Countries 


One method of judging the health status of the Canadian people is to 
compare selected health indicators for Canada and other countries. For an 
evaluation of the situation in Canada a comparison with countries of similar 
social and economic structure and standards is necessary. The United States, 

England and Wales, and some Scandinavian countries are compared in terms 
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of certain statistics which are generally considered to be indicative of general 
health conditions. The data refer to the year 1959: 


Mortality 

Infant Ee pon Infective | Maternal Pad 

Mortality Tatertice Disease | Mortality life Mortality 

Country Rate per Diseases Deaths Rate per Expectancy] Rate per 

1,000 as Per Cent} 100,000 : 

; per : at Birth 1,000 

Live 100.000 of all Live Popula- 
Births ys pul ~~ Deaths Births an 

tion 

Ganadawe re. wits ee 28.4 10.8 1.4 54.9 73) 8.0 
TAG Peniereimtal. 26.4 1278 1.4 37.4 69.6 9.4 
England and Wales....; 22.2 37 172 3827 71.0 11.6 
Denmark =o 2245 San 0.9 43.3 7132 Ors 
INOIWaY 2. eas 18.7 12.6 1.4 39) 7. {PAs 8.9 
SWedehem cn re 16.6 10.9 152 23.8 260 9.5 


Source: See Table 5-5. 


Canada’s record is not as good as that of the five other countries with 
which it is compared above, in regard to infant and maternal mortality. The 
rates for Canada, however, are the net total of widely varying provincial 
rates as shown in the following tabulation for 1959, the year to which the 
international comparison refers: 


Infant Mortality M ohana 


Province Sere ae nae per 100,000 
Ae PEE Live Births 


Newtonian (ieee ee a ee ees ees eee 39 81 
Prince: Hdwarde sland sew ece. ea eee es ee 31 Nil 
NovatScotia: 2.0 err ee ee ee Pe ee 31 42 
New: Brunswick #4... Sek, fee eee ee ere 33 36 
Quebec erway wee th cera tlie eee aes eee 33 73 
OUTATIOn SA ree Ee oe Sn ee, 24 46 
IVEATITCO Dee eter eee ere ee ere dete esd eth Coe mene 21 61 
SASkatChe want Reset ere tees les eee ie cette meee ee 26 41 
A IDET Eisner ea hee Ot ee Pe oe ha a ded angie fe ee 24 37 
British GO Olam set ee oe ene ee eee 25 43 
PV UEC OU re eee ee ee eas Eee nee So mene Reet 26 Nil 
Northwest Tetritories 2). oe eee 129 505 
GANA DAC wet ercen ero une eater eee 28 ei) 


Source: Dominion Bureau of Statistics, Vital Statistics 1959, Ottawa: Queen’s Printer, 
1961, pp. 66, 214 and 215. 
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Maternal mortality ranged from 36 in New Brunswick to 505 in the 
Northwest Territories. Infant mortality ranged from a rate of 24 in Ontario 
and Alberta to 129 in the Northwest Territories. 

Infant mortality is at least as much a social problem as it is a medical 
one. The correlation between high infant mortality and low economic status 
is illustrated in the following tabulation ranking the provinces’ according to 
their infant mortality and per capita personal income, from the best to the 
worst. 


Infant Mortality Rate per 1,000 


Population, and Ranking of Provinces, Per Capita Personal Income, 


Average 1959-1961 Average 1959-1961 
Rank Province Rate Rank Province Income $ 
3 QIN APIO. cdsccusdessssscsetncateees 235 1 Ointanon ie ee 1,807 
2 British Columbia.............. 24.4 2 British Columbia................ 1,786 
3 Je SS a oe a ae D 257 3 Ailibentar kee es ae 1,570 
4 Saskatchewan.....65...0....3. 26.1 4 MoamitoGa Soca asians 1,520 
3) INFAINIVOOAD.. oo: becevesesccedecenese’ 27.4 5 Saskatchewan. ...............:.. 1,338 
6 INGV2 SCOUMAs.. i. c0csn0e0seeonecs 29.4 6 GIL Ce ae omen Oe 3 ter 1.311 
i] New Brunswick................ 29.7 a INGV A SOU: bc coasccnsecxseseress 1,163 
8 (CUS 01. ee nn 31.6 8 New Brunswick.................. 1,031 
9 Prince Edward Island...... 320 9 Prince Edward Island........ 961 
10 Newfoundland:................ CY ga) 10 Newfoundland.................0.. 874 


Source: Dominion Bureau of Statistics, Vital Statistics, 1959, 1960, 1961, and National 
Accounts, Income and Expenditure 1961, Ottawa: Queen’s Printer. The rank correlation is 
Statistically highly significant (Kendall’s rank correlation coefficient: 


7 = 0.87, and — = 3,5) 


Thus, in every province or territory, there is less than one maternal 
death in every hundred live births. The infant deaths in the “developing” 
areas of Canada amount to a small percentage only of all infant deaths in 
Canada and, therefore, have very little effect on the national rate. In 1959, 
not one of the provinces had reached the level of the European countries 
chosen for comparison, but the area from Ontario to the West Coast had rates 
similar to that of the United States. 


Summary 


The comparison with countries of similar socio-economic structure 
shows areas requiring improvement in the health status of the Canadian 


2 1 The situation in the Yukon and the Northwest Territories is discussed at the end of this 
chapter. 
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TABLE 5-5 SELECTED HEALTH STATISTICS FOR CANADA AND 
OTHER COUNTRIES,* ABOUT 1959 













Crude Infant Infant Maternal | Infectious 
Mortality | Mortality | Deaths | Mortality | Disease 





Country Rate per | Rate per as Per Rate per | Mortality 
1,000 1,000 Cent of 100,000 | Rate per 
Population] Live Births | all Deaths |Live Births 100,000 
AFRICA 
| Eg 3 ped a ame ner emer 16.6 145.0 34.3 a 66.3 
AMERICA ‘ 
ATCCHINA ae ae cura: 8.8 61.8 16.3 -— — 
CORA ae ec iiaaition aka nae &.0 28 .4 O77, 54.9 10.8 
(llete ee eee ee a aka 12.5 i eat | 3349 — — 
Golomibid <i coke ecomtesaieeve 12.8 96.9 33.4 — — 
IVC Agere oatco eit eine 10.0 67.8 2625 = — 
Eridadias eeene ek ee cee 9.1 62.2 25.4 — 
| ay Nes al Ser Pa oe Oe nade Cee ey ree 9.4 26.4 6.8 37.4 12.8 
VGC ZIG las. tessa dear hean eee: 9.2 ae 3126 130.1 67.4 
ASIA 
TCI Se nee ee ee 1271 100.0 20.6 — — 
AP Ee dh ent ot te ores acre ar at ts S357 Lo 146.4 49.1 
EUROPE 
ATISTEIA ee ee ene 1285 39.8 Reh’ 97.3 3368 
Beles oai dole eae eee, 11.4 30.4 4.6 5152 23.9 
Denmark ce 20ers 9.3 22D 329 43.3 8.2 
England and Walcs......2;9e 11.6 22 oaL 38.7 13 
Pinlands cc cece caer ene teaser 8.8 230 adh 67.3 36:2 
FECAL COP nnn Ro ene nes, 1133 2956 4.8 5520 32.6 
HOneary sank eet eer 10.4 52.4 fess 80.0 41.8 
DREN G eo ere eee reer sear ete oe3 45.4 9.0 108.9 29d. 
TSEMUOUES or eee reece ee ip tee | 3h.3 aby -— 16.8 
Nether ads. eer- saa. terre 7.6 16.8 4.7 50.0 9.1 
INGE Wa Vice pcateaeee eee tase coves 8.9 18.7 Saal, 39.7 12.6 
Polanco oii cacti ie secre 8.6 (pes. 20.6 -— — 
POLetigalk, xteioe. panera encase 10.8 88.6 19.3 123.4 74.5 
SpAllas-s. aaseeneate cm notes 9.0 47.1 11.4 oo 40.7 
eral eis Ree ee eee eee 9.5 16.6 2.2 23.8 10.9 
CS WHEZEL IAG art ied sdteme oh csntect coors: 9.6 22°52 4.1 66.7 23.0 
West Cseriiietl ya 0nac..-teenceevs sane: 10.8 34.3 Ske 108.4 22.4 
OCEANIA 
PLIST EAIee ee Grete eee 8.9 21.5 a ys) 45.8 10.9 
New Zealand... 5.0 23.9 7.0 49 .3 5 
Wits s Rie re te eee a20 40.6 — — — 
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TABLE 5-5 SELECTED HEALTH STATISTICS FOR CANADA AND 
OTHER COUNTRIES,* ABOUT 1959—Concluded 








Infective 


: Mortality ’ 
Wisse Rate Age Life Population Ropu GoD 
Deaths as 4 E t per 
Country Per Cent yo otic en stl Hospital 


Of All per 1,000 | at Birth | Physician Red 
Deaths Population 


AFRICA 
RN Re cae ss anosrcetuar¥anabasteattons 3.5 50.8 — 2,700 480 
AMERICA 
BS sci scious onde cscs oconsonsadees — — — 730 160 
Oe i Saicannsaueusnceisackwah converse 1.4 1, 70:3 920 90 
6 50k, odes Steosatoiess — — — 1,700 260 
CCD) 2 aa 10.9 18.3 — 2,500 330 
TTS Cea ae — — 4,300 240t 
MRS eo oocn fac cdeacells sv smaoocores ee 3.2 61.5 2,600 240t 
iia a hive csniise son sthcegwosts 1.4 1.4 69.6 790 110 
CLOGS I 5 ee 8.8 1,400 290 
ASIA 
SN Freon ote ts shoenncnesiooowiiots — — — 5,200 2,000 
RO a oon can eessccaioes ape 6.6 2.8 67.6 930 120 
EUROPE 
SES Re a ae at ee 2h |e 64.4 620 110 
MTN ek fou, cu sdaisalckeaeshienoz eves at | 64.7 800 130 
SEP IG 2 Ia ce oe 0.9 1.0 Tae 830 110 
England and Wales.................... i2 0.9 71.0 960 110 
NN os ods cagancsec toons 4.1 1.4 a 1,600 110 
CLG Saas a ge a cre 2.9 1.4 68.1 950 110 
RS Ge ohio ed is. sen stase: 329 1627. 67.2 650 150 
sist au nd akevtcts 453 22 67.9 620 110 
_ CDT 626) | i eae — r.2 63.7 910 100 
SSE as 2 1.3 2S 900 130 
SOE ee er 1.4 1.0 V2.9 900 110 
ME oh, Sssaresccscssbectensuace 7.4 — 65.9 1,100 150 
MN Fs. oa. coco k huckicbiejinecbees 6.8 9.4 62.4 1,300 190 
De Peis, ae osaiestonts — —- 1,000 310 
CS eee 2 0.9 72.6 1,100 90 
UTES A a er 2.4 1.3 68.6 740 80 
Be os0 GrCMIMADY oo... cicisscacecesso: 2.0 1.4 69.2 730 100 
OCEANIA 
MOA oso ciiscaneciteivnaayontenenesvnns LZ 2 69.9 860 90 
5 CCE: ia t25 1.2 70.4 700 90 
Ra Se aa — — 67.5 550t 130 





* Compilation based on World Health Organization Annual Epidemiological and Vital 
Statistics 1959, Geneva, 1962, passim and United Nations Demographic Yearbook 1960, New 
York, 1961, passim. 

f 310 if ‘‘feldschers”’ counted. 

t West Indies Federation. 

Norte: Some of the differences apparent in the table may be due to variations in report years 
(life expectancy figures in particular range from 1951 to 1959); differences in the quality of the under- 
lying data, or differences between preliminary figures reported to the United Nations and the final 
national figures. 

Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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people. Canada’s main problem appears to be infant mortality and this can 
be traced to the situation in certain provinces and regions, that in the 
Northwest Territories being particularly distressing. Here the infant mortality 
is at a level found only in some parts of Africa, South America, and certain 
of the smaller islands in the West Indies. Only because of the comparatively 
small population in the Northwest Territories is the rate prevalent there but 
little reflected in the national rate. 

While, on the whole, the figures for Canada are not too far out of 
line with those of other countries with a similar social structure, the wide 
gulf between these advanced countries and many of the developing ones 
should be noted.! In the former, the deaths among infants represent about 
five to ten per cent of all deaths, whereas in the latter we find infant deaths 
amounting to as much as one-quarter to one-half of all deaths. Similarly, 
Canada’s death rate from infectious diseases like that of most other western 
nations is only a fraction of that found in many countries of Asia, Africa, 
Central and South America, and even in some countries in Europe; a 
reminder that in other parts of the world tens of thousands of people are still 
dying every year from such diseases as cholera, smallpox, plague, malaria, 
and other epidemic diseases which in Canada are a thing of the past. 

At the beginning of this chapter we emphasized that there are no means 
of measuring health as such by some absolute gauge. The available indicators © 
permit at best a relative judgment. The declining mortality rates and increas- 
ing life span can probably be taken as indications of a better standard of 
health than existed in previous decades; an international comparison suggests 
that despite inadequacies in some health fields, Canada’s experience is not too 
far from that prevailing in other countries with similar socio-economic levels 
and is much better than that of many other parts of the world.* 


MAIN HEALTH PROBLEMS 


In the foregoing section an over-all appraisal of health and ill-health 
was attempted based on the record of mortality. This general picture, it 
must be remembered, is the aggregate of many components which are not 
homogeneous and exert their influence in different ways. The declining death 
rate, for instance, does not mean that mortality from any specific cause has 


1See Table 5-5. 
2In connection with Canada’s favourable position relative to the large areas of the 
world, see Chapter 2, Recommendation 145. 
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declined or that mortality from all causes has declined at the same rate. 
Rather it is the net result of rates from individual causes some of which are 
increasing while others decline or remain more or less constant. Therefore, 
to interpret changes and differences in such general indicators as ‘those 
presented, one must review the various specific factors which produce them. 
Evaluation of these factors will permit a clearer identification and assessment 
of the broad health problems. 

Only some of the preventive health measures, such as health educa- 
tion, nutrition, sanitation, or routine examinations, are aimed at preserving 
health. Other preventive measures, immunizations for example, are directed 
towards certain diseases. The same is true of the wide range of diagnostic 
and treatment services which are set in motion to deal with specific types of 
illness. Therefore, the type and frequency of such illnesses basically deter- 
mine the demand for health services and indicate the areas where we face 
health problems. 
| Health problems may be classified in terms of any of several criteria: 


(a) the medical causes such as a disease, or a group of diseases with 
certain common characteristics; this is the classification that will be 
chiefly used in the following analysis; 

(b) specific groups of the population, such as age groups, people living 
in certain areas, or people sharing some common environment. 


In this chapter the manifestations of ill-health will be categorized 
under two broad headings: 1) those affecting the individual (and indirectly 
also those around him), like discomfort, pain, disability, death; and 2) those 
giving rise to a need or demand for health services, such as calling a 
physician, being admitted to a hospital, or using other services. The economic 
effect of illness in terms of reduced earning power is discussed in Chapter 12. 

We turn now to a brief assessment of the major groups of diseases 
and injuries. In choosing these groups and the order in which they are 
discussed we follow the International Classification of Diseases! developed 
by the World Health Organization. 

In reviewing the health status of the Canadian people, our objective 
is the general evaluation of the trends for broad groups of diseases, their 
social and economic impact in terms of illness and their consequences 
(mortality, duration of illness) and their demand on selected types of health 
services. 
| Following is a summary of our observations regarding the various 
disease groups. More detailed discussions will be found in the subsequent parts 


11955 Revision. 
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of this chapter. No attempt is made in this summary to rank the various health 
problems because this would vary according to the criteria by which to 
measure the importance; we rather follow here, as in the following presenta- 
tion, the sequence of the International Classification of Diseases. 


Summary 


With the successful control of the major infective diseases, including 
tuberculosis, and the reduction in the mortality from others, this group has 
lost much of its former significance. To maintain this situation, however, 
continued adequate public health services must be maintained. Venereal 
diseases and infectious hepatitis remain unsolved and even growing problems, 
together with the still not fully understood complex of the virus diseases. 

Cancer remains an unsolved problem although statistics indicate that 
early diagnosis and treatment may be successful in the treatment of cancer 
of certain sites. 

Allergies and diabetes also remain unsolved problems though mor- 
tality from diabetes is reduced by the application of drugs. 

Some of the anaemias likewise can be controlled and the fatal aspects 
reduced by continuous treatment. 

The trend of psychiatric disorders is difficult to evaluate because of 
the lack of adequate data on their incidence and prevalence. The large volume 
of hospitalization demanded by these conditions and the continuing increase 
in the admission rate are disquieting factors. 

Diseases of the nervous system show higher mortality and greater 
frequency of hospitalization than ten years ago although in recent years the 
trend appears to be levelling off. 

Circulatory diseases, like cancer and diseases of the nervous system, 
most frequent among the older age groups, continue with high (the highest 
of the groups shown) mortality and hospitalization rates. 

The diseases of the respiratory system display little change over 
the last decade, but the trend is sensitive to the incidence of epidemic 
varieties such as influenza. 

Diseases of the digestive system also have changed little from their 
level inwlLoob 

The diseases of the genito-urinary system and conditions related to 
maternity share the substantial decline in their mortality with little change in 
their demand for hospitalization. 

Skin diseases as well as rheumatism and arthritis and the other 
diseases in this group have shown little change. 

Congenital malformations and certain diseases of early infancy share 
a record of declining mortality but the number of cases brought to treatment 
in hospitals has increased sharply. 
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Accidents, by and large, remain a problem both in terms of mor- 
tality and hospitalization despite the many programmes designed to reduce 
accidents in the home, on the road, and elsewhere. 

In brief, then, we have been successful in controlling the most deadly 
communicable diseases including tuberculosis.1 The chronic diseases— 
cancer, heart disease, psychiatric disorders, diseases of the nervous system 
and diabetes*—have shown little or no improvement and in many instances 
increases, as have accidents, allergies, arthritis, and the often minor but fre- 
quent diseases of the respiratory and digestive systems. 

The problems of the handicapped assume new significance with more 
effective rehabilitation procedures available. 

Little is known of the trend of dental disease but its present extent 
‘is very considerable. 


Disease Groups 
INFECTIVE AND PARASITIC DISEASES 


The Successes—By successfully controlling the infective and parasitic 
diseases we have reduced the mortality in the lower age groups, thus extend- 
ing the average life span and exposing more and more people to the chronic 
and degenerative diseases peculiar to the aged. New concepts of the scope 
and the extent of yet unrecognized viruses may bring about a change in the 
assessment of these diseases. 

The main diseases included in this group are tuberculosis, and all 
other communicable diseases with the exception of influenza and the common 
cold, which the Classification combined with the diseases of the respiratory 
system. If this group of diseases appears to be given a disproportionate 
amount of space in this chapter, it is because it is probably the most 
heterogeneous of the 17 classes of the International Classification, with 
individual diseases requiring entirely different measures for their control. 

The following chart demonstrates the reduction which has taken 
place over a recent ten-year period in the mortality from infective and 
parasitic diseases. It also indicates that separations from hospitals, after 
following an upward trend for the first few years, declined somewhat; this 
decline did not follow the extent of decline in mortality but showed signs of 


1 Poliomyelitis and influenza are the causes of more recent outbreaks of epidemic propor- 
tions accompanied by substantially increased mortality. Poliomyelitis still caused 494 deaths in 
1953 (11 in 1961). No accurate figures are available on the deaths caused by the influenza 
epidemic following World War I but data supplied by the Dominion Bureau of Statistics point 
to an excess number of deaths of the order of about 25,000 annually during the period from 
1918 to 1920. In 1959, the Asian influenza epidemic resulted in an excess of about 600 deaths 
_ from influenza during that year. 

2 Seep. 176, 
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levelling-off in recent years. This is one example for our previous statement 
that a decline in mortality does not nesessarily entail a corresponding decline 
in the demand for health services. 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
LIS ie l96) 


Nae mem am SEPARATIONS 


MORTALITY 


1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 196} 
Source: This and the following similar charts are based on Dominion Bureau of Statistics--- Vital Statistics, 
the annual reports of the Saskatchewan Hospital Services Plan,and Kohn,R., The Health Status of 
the Canadian People, a study prepared for the Royal Commission on Health Services, Ottawa: Queens 
Printer, 1964. 





1. Rare Diseases 

Anthrax, botulism, cholera, leprosy, malaria, plague, psit- 
tacosis, and ornithosis, rabies in man, relapsing fever, rickettsial dis- 
ease (typhus, etc.,), smallpox, tetanus, trichinosis, tularaemia, and 
yellow fever are referred to as “rare diseases” in the official weekly 
reports of these diseases. Some of them were once rampant in Can- 
ada and still are in large parts of the world. In the year 1924, for 
instance, there were 2,769 cases of smallpox reported in Canada 
which resulted in 64 deaths. Nobody has died from this disease in 
Canada since 1940 and since 1947 only one case has been reported 
(in 1962) which was brought to Canada from abroad. This example 
leads to the following observations regarding this group of diseases: 


(a) they are rare, i.e., not significant numerically, although some 
are serious enough that even a single case may constitute a 
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major health problem (note, for example, the precautions 
taken in the case of a suspected case of smallpox); 


(b) though rare, there are sufficient cases to indicate that “it can 
happen here” if the vigilance of the public health authorities 
is relaxed; 


(c) they demonstrate the success of systematic control measures. 


This group of diseases, insignificant as it now is in terms of 
the number of cases and deaths, and the volume of care they require, 
nevertheless constitutes a significant health problem because of the 
preventive measures needed and because of the treatment facilities 
required if unusual outbreaks do occur. Even diseases which have 
been non-existent in Canada for many decades present a potential 
health problem here as long as they exist anywhere in the world. In 
this age of easy and speedy travel, with more and more Canadians 
going abroad and people from other countries coming to Canada, 
quarantine and other public health measures become increasingly 
important even for conditions which are effectively controlled here. 


2. Tuberculosis 


Considerable progress has been made towards the control of 
tuberculosis which has lost much of its former dreaded role as one 
of the major health problems in the community. This may be ascribed 
to a variety of factors including improved case-finding and compulsory 
treatment, paid for largely out of public funds, more effective treat- 
ment methods, and improved living standards. Figure 5-1 compares 
the index of the decline of mortality with that of the notification of 
newly discovered cases, and the movement of patients in institutions. 
The spectacular decline in the death rate from 24.8 per 100,000 
population in 1951 to 4.2 in 1961 is not entirely matched by the 
decline in the indicators of the incidence (the number of new cases). 
The index of readmissions to hospitals. took a sharp upward turn 
when the indices of death, infections, and first admissions declined. 
The readmission index in 1961 stood at a point considerably below 
its 1951 level with a possible upward trend since then. This is one 
dark spot in the otherwise bright picture of tuberculosis indicating that 
there are difficulties in ensuring the follow-through in modern drug 
treatment, and that the reservoir of tuberculosis in the community 





1See also Wherrett, G. J., Tuberculosis in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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FIGURES = 





TUBERCULOSIS TRENDS, CANADA, 1937—I96l, 
INDICES OF DEATHS, NOTIFICATIONS, FIRST ADMISSIONS, 
READMISSIONS AND PATIENTS ON BOOKS IN INSTITUTIONS, 
(1937=100.0) 
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Source: Kohn, R., The Health Status of the Canadian People, a study prepared for Royal Commission 
on Health Services, Ottawa: Queen's Printer,1964, 
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has changed but little over the last ten years. Where records have been 
kept of the number of active or inactive cases, they show little or no 
decline in the total number of cases under observation.! All these cases 
still require follow-up procedures. 


3. Poliomyelitis 


Poliomyelitis, like most infective diseases, differs from tuber- 
culosis in that the latter on the whole varies gradually and fairly 
steadily in its level of incidence and its endemic level (i.e., the amount 
of the disease usually present in the community). Diseases like polio- 
myelitis are characterised by periods of occasional epidemic flare-ups 
or seasonal variations. The assumption is that in the case of polio- 
myelitis the smaller number of cases and deaths reported in recent 
years are due to the effectiveness of the vaccination programme 
which is expected to prevent major outbreaks in the future. But, the 
increases in the number of persons contracting this disease in 1959 
and 1960 emphasize the need for caution before the disease can be 
considered to be effectively controlled. 


TABLE 5-6 POLIOMYELITIS 
Cases and Deaths, 1951-1961 








Year Cases Deaths 
UTS Oe ae ee oe et a eR eer 1,248 162 
CSS, ees Wee Ee nERy Gare ane ae 1,595 311 
OSS) Rs a ees 9 ae eee eee alee 3,912 494 
LICE? ee Eee ER: Se eRe oon eee 1,456 157 
"CIS Si gle aR oe RR new OO re 584 36 
Se ed ey ee 404 51 
[Sy SR ee J eee eee 185 26 
1 SOS) Rye ie nants AIR FF eanes ae eee 249 26 
ee Ree Rk ny ee 1,887 182 
eS et ee ee en ere 909 83 
S15 PAM neem) a OS Roe 189 11 








Source: Dominion Bureau of Statistics, Annual Report of 
Notifiable Diseases 1961, p. 19, and Causes of Death, Canada, 
1950-1960, p. 6, Ottawa: Queen’s Printer, 1962. 


1For example, in British Columbia the total known cases (active and inactive) of 
tuberculosis stood at 15,807 in 1953, and at 16,291 in 1962, with the maximum of 17,995 cases 
reached in 1958. (Data are preliminary.) 
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4. Diphtheria 


The effects of immunization against diphtheria have been 
evident for many years, but unnecessary cases and deaths still occur 
which could be avoided by the universal application of immunization. 


TABLE 5-7 DIPHTHERIA 
Cases and Deaths, 1942-1961 








Year Cases Deaths 
[OAT eB See Sip Steers 2,955 256 
1043 82 Notes ee ee 2,804 287 
[O4A Meh antls One Bey ele 3 223 309 
1 D455 eB pels wedi nee ene Re oo 2,786 271 
TOA Gee en on cee oad 2,535 wok 
[94] oe ee 1,550 140 
1948 cl Se C.D eee kere 898 86 
1949 SAE So ne 806 84 
1950. com le ah ieee tee 421 52 
10512 ies ee ee eee 253 37 
1052 Fie seta tak PAO COCR od 190 26 
1053 eee ee ee eer 132 15 
LO SAW Ee ee SON A ee 208 18 
{O55 cet eer Re eer he mn? 139 15 
1956 Sees et ORE Con 5 135 8 
1957 ee ne hl ee ee 142 20 
1959 ol ME a 66 ‘] 
1059 We en ea a7 = 
[GUS se en eet heat A Ot ae 53 7 
106 ieee ns et teen ie 93 5 





SouRCcE: Dominion Bureau of Statistics, Summary of Noti- 
fiable Diseases, 1924-1952; Causes of Death, Canada, 1950-60; Vital 
Statistics 1961, Preliminary Annual Report, and Canada Year Book, 
1955 to 1961, Ottawa: Queen’s Printer, 1954 and 1962. 


5. Whooping Cough (Pertussis) 


Though the reliability of diagnosis as well as the efficacy of the 
vaccine may be lower in the case of whooping cough than they are for 
diphtheria, a similar situation prevails: immunization has reduced the: 
problem but it still continues to cause a number of deaths every year. 
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TABLE 5-8 PERTUSSIS 
Cases and Deaths, 1952-1961 





Year Cases Deaths 
[SS ee eee al AI Ob 8,520 148 
TSE) jot lc tick AAEM te? So REE he 9,387 134 
1 STS lta ieee ed: ILL Arete et AI 11,600 96 
1S) Se aah in tha Nan tia ria ene eh 13 ,683 137 
OS Gre a eetee Fee eee, eee 8,513 118 
‘S/S le A Akt 5 Mn Ae OE ek 7,459 63 
LS eg ee BT Pi oe Ee Dee ata 2 6,932 40 
(SSS Ea eai ae RN wr EO Ow ee 7,259 46 
POCO Se a ne en een 5,992 71 
1 C65 ee ee ene A ete a oe Ee 5478 36 


SourcE: Dominion Bureau of Statistics, Annual Report of 
Notifiable Diseases, 1961; Causes of Death, Canada 1950-60; Vital 
Statistics 1961, Preliminary Annual Report, Ottawa: Queen’s Printer, 
1964. 


Remaining Problems, Old and New—While many of the former 
scourges among the infective and parasitic diseases have been curbed, there 
seems to be some truth in William Farr’s claim that when one weed in the 
garden is controlled, others will take its place. The successes of “sulfa drugs” 
and antibiotics are sometimes followed by resistance to these drugs. New 
forms of staphylococci and viruses develop or are being discovered, and the 
impact of the viruses is still not fully known. 

Some of the older diseases still rise occasionally above the endemic 
level. In assessing the data, one has to remember that the statistics for Canada 
as a whole are apt to obscure the seriousness of some local occurrences: for 
instance, 20 cases of a disease during the year may be few in relation to the 
population and size of the country but if the 20 cases occur in one locality, 
they may represent a very serious outbreak. 

Noteworthy among the diseases in this problem group, besides those 
already mentioned, are the venereal diseases which are a continuing problem 
and infectious hepatitis which is a growing and perplexing public health 
threat. 
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1. Venereal Diseases 


The venereal diseases are a group where the means of preven- 
tion as well as cure are known and available, and yet these diseases 
continue to be a problem not because of the lack of medical knowledge 
or adequate health services but because of social conditions whose 
remedy seems to lie entirely in the field of education. The rising in- 
cidence during the last few years has been a cause of great concern to 
those dealing with the health and social issues involved. 

Mortality from syphilis is due to its late effects, and therefore 
the deaths of today are the result of the new cases of previous years. 
Because of this time lag it is difficult to establish the relationship of 
deaths and new cases in the same year. The slowly declining number 
of deaths, however, may be ascribed to more effective treatment 
methods which help to keep the mortality down even in the face of 
an increasing incidence. 


TABLE 5-9 VENEREAL DISEASES 
Cases, Deaths, and Rates per 100,000 Population, 1952-1961 
































Primary Syphilis Gonorrhoea Shand Scie ae 
Year 

Cases Rates Cases Rates Number Rates 
hae ae 2 347 2.4 14,411 99.7 297 2a 
Re gt ie ee 202 iA 15,496 104.4 283 1.9 
Lo <A drank Ait Ae 157 1.0 155472 10% 2 179 the 
ie See Pett age Pe 131 0.8 14,295 91.1 187 ie 
fae Perens Vo ee 116 0.7 14,545 90.4 209 13 
ete LER ks 146 0.9 14,312 86.2 190 ja | 
ae oes ee 123 Oe 15,037 88.0 177 120 
Ra ok ans POE SRN 226 ies 14,821 84.8 167 1.0 
a eine Oe tee Oe 266 ile: 15,659 87.6 gz 1.0 
PANS ROPES, wait 133 1.8 16,451 90.2 160 0.9 











Based on Dominion Bureau of Statistics, Annual Report of Notifiable Diseases, 1961; 


Causes of Death, Canada, 1950-60; Vital Statistics 1961, Preliminary Annual Report, Ottawa: 
Queen’s Printer, 1962. 


Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the 


Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


2. Infectious Hepatitis 


The following table, showing the number of cases reported 
each year, illustrates the growing seriousness of the problem. - 
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TABLE 5-10 INFECTIOUS HEPATITIS 
Cases Reported, and Rates per 100,000 Population, 1952-1961 














Year Cases Rates 
| UTS DAE AS AOC 3 WLU co) oR ORME T cot ee EOE 2.392 16.5 
| SSS ee Renee RUA ALG Maen eID aes oe Fem 3,268 22.0 
SNES OT Re 5 ea ac Oe ae a ee 4,567 29.9 
So) ae oe eae ene ak ae? 3,885 24.7 
OCS Rae OR a 8, ete 8 2,937 18.3 
OSL Spr tcik  s eae Ae meen eS 3,006 18.1 
1 ROSS) eee elt TRA tere) WRENN ae 4,515 26.4 
Dette Ch tread pram cater a bade 4.728 21.0 
Oh re Oe ee ne 6,314 35.3 
OSS | Bec Ee ae Is REE Re eet 12,237 67.1 


Based on Dominion Bureau of Statistics, Infectious Hepatitis, 
1961, Ottawa: Queen’s Printer, March 1962. 


Source: Kohn, R., The Health Status of the Canadian 
People, a study prepared for the Royal Commission on Health 
Services, Ottawa: Queen’s Printer, 1964. 


3. Chickenpox, Measles, Mumps, German Measles (Rubella) 


Physicians are no longer required to notify health authorities 
about the incidence of these diseases because they no longer constitute 
a public health problem, and also because the reporting had been so 
incomplete that the resulting statistics were useless. The four diseases, 
often referred to as the minor childhood diseases, are thus con- 
sidered to be part of the growing-up process. There is no adequate 
method of prevention, and quarantine is not enforced. Among 
children the cases are usually light and recovery is quick but in later 
life, in some cases particularly during pregnancy, these diseases may 
cause severe illness or complications. 

Yet, there are still deaths from measles, due mostly to compli- 
cating pneumonia, and there are also some deaths even from the 
usually harmless chickenpox, mumps, and German measles. 


Although these diseases may be considered a less severe type of health 
impairment rather than an important public health problem, they account for 
a sizeable proportion of illness among children and of their health care. 
| According to the Canadian Sickness Survey, 1950-51,’ these four 
diseases were responsible for some 11 million days of disability corresponding 


1 Department of National Health and Welfare and Dominion Bureau of Statistics, Illness 
and Health Care in Canada, Canadian Sickness Survey, 1950-51, Ottawa: Queen’s Printer, 1960. 
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TABLE 5-11 MEASLES, CHICKENPOX, MUMPS, GERMAN MEASLES 
Deaths, 1952-1961 














1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 


Measles cere. en reer tee 256 | 140 | 120 | 179 | 177 | 108 93 84 53 96 
without mention 
Ol pied mOniagw sa 87 | -62:| 404 56 | #72) 467) 2345i"41 19 | — 
with pneumonia.................... 16881978 | 798118710291 600 moo a ess 34; — 
Jate:eiects sane eee eee. 1 — 1 5 3 2; —}] —}] -—-| - 
Chickenpoxs ones a ere Bn) 22 15 t3 19 29 35 17 29 26 
MUMDSzswkute eee 1] 8 10 ef 10 9 4 4 > s 
German Measles..................0.000 2 — 1 3 5 3 2 —| —| — 


ee 


SourcE: Dominion Bureau of Statistics, Causes of Death, 1950-1960, p. 7, and Vital 
Statistics 1961, Preliminary Annual Report, p. 6, Ottawa: Queen’s Printer, 1962, and com- 
munication from Dominion Bureau of Statistics. 


to some 16 million days of disability in the larger population in 1961. This 
is about seven per cent of all disability reported in the Survey and 63 per cent 
of the disability due to the entire group of infectious and parasitic diseases. 
It amounts to about one-quarter of disability from all causes among children 
under 15, and to about one-tenth of all school absenteeism from Grade [ to 
Grade XIII." 


The successful gradual control of such diseases as smallpox, diph- 
theria, tuberculosis, poliomyelitis, and whooping cough has reduced this group 
of diseases from its position as the outstanding health problem to one taking 
second place to the chronic diseases and accidents. This development has 
brought about an extension of public health methods which originated as a 
defence against the epidemics of old. This defence, however, still has to be 
maintained. The venereal diseases thought to be controlled after the intensive 
campaigns during and after the last war, show signs of some resurgence though 
their fatality has been reduced. Infectious hepatitis is an increasing problem as 
is the wide and largely uncharted field of viruses in general. Thus, the infective 
diseases are far from being eliminated as a serious health problem. 


What we have achieved, however, is control of the most fatal of these 
diseases. Their fatal effect has been reduced to the extent that they no longer 
exact the toll in human lives that they did when epidemics laid waste the cities 
and towns of Europe, and more recently when tuberculosis, and the other 
communicable diseases were among the leading causes of death. The success 
achieved should not be allowed to obscure the fact that the control measures 


1The National Committee for School Health Research, Absenteeism in Canadian Schools, 
Report No. 3, Toronto, 1948. 
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must be continued, and intensified in some instances, if we are to continue to 
combat these diseases effectively in the future. 


Infective and Parasitic Diseases in Canada and Selected Other 
Countries—The death rate per 100,000 population from these diseases in 
1959 shows that Canada compares favourably with certain other countries 
selected for this comparison:+ 


ROA ay Oe ee es at ices: So te I Mees es 10.8 
SRE UCkC LEAS 2 UNE te elie SE ae a, ae ee 12.8 
SUA Wr OISTEN co Rh. 221 (CA es A 13.7 
1 YEE VGC \Sa aS rae Laer eds Oe Reman UOT URE hes Ree = aca nn  Be 32.6 
SNAICC EH RN ae A OSD rae UR Geen acre ah Oe meine Mer Pe NEY! 10.9 
LIES, GCP a ce ROS aR ONE nT CA Rn) oe Ben ee ae 171% 
SSO CT NUR oe MR RAE cet a Aue aap I Pee RAMETERS A a 136 


Tuberculosis is among the diseases causing the higher rates in countries 
with a comparable standard of living and health services.2 Compared with 
some of the developing countries, Canada’s low rate is due to her effective 
control of environmental hazards favouring the spread of communicable 
diseases, and to some extent to the climate which is not conducive to the 
vectors of some of the diseases which are causing the high rates in Mexico 
and Ceylon. 


Infective and Parasitic Diseases and Their Share of the Total of All 
Illness and Health Care—Mortality from these diseases—whether measured 
in absolute numbers or in terms of the age at death—has been reduced to a 
point where they account for less than two per cent of the mortality from all 
causes. They now rank eleventh in terms of the number of deaths and ninth 
in regard to life years lost, a far cry from the second place (after the diseases 
of the circulatory system) they occupied in 1924. 

Nevertheless, this group ranks third as a cause of disability and 
hospitalization, the latter due largely to the need for hospitalization by tuber- 
culosis patients. While it ranks only ninth in terms of the demand for 
physicians’ services (accounting for 5.4 per cent of the total), this group of 
diseases requires for its continuing control a substantial part of the preventive 
and other public health services such as quarantine, case finding and follow-up. 


1 Here and in similar comparisons in subsequent sections the United States, England and 
Wales, France, and Sweden were selected as countries with similar socio-economic conditions. 
Mexico and Ceylon are added as examples of developing countries, for which data are available, 
the former as a country in the Americas, the latter as an Asian country. 
2 The death rate from tuberculosis was as follows in 1959: Canada 5.5, United States 6.5, 
England and Wales 8.5, France 23.2, Sweden 7.2. Based on World Health Organization, op. cit., 
pp. 288-290. 
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This group accounted for the following percentages of total illness 
and demand for selected health services:* 


Perst-cur 
ALP eaths oo: 3 a teers sai cansch he wares eee a ees 12 
Premature MOTTA ys cnc tetee eee ee 1.8 
Disablitie 1neSS 0.0.25... .caccnears oe ee carte tds y 
Non-disabling tliness c-cscctee eee ne ee 3.0 
Hospital separations .2)....catn-.-.ciee ect ee eee ee i Bes 
Hospital days .............. TE a Re, RR, See eg a ee 6.1 
Physiciatis’ SCLViCeS. fgg eece ree ee eee ee ee 5.4 
Prescriptions = eee. dress een eee oa eae eres 0.5 
LIGIeSIUITSiNn 2 eee hee ee ee cS 


NEOPLASMS 


This group of diseases includes the malignant neoplasms, 1.¢., cancer, 
and the benign neoplasms (including non-malignant tumours, cysts, etc.) 
and those neoplasms which are unspecified as to their nature. 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
195) =19 61 


__ an SEPARATIONS 
ane ae MORTALITY 





100 


1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 196! 


1See Table 5-15. 


HEALTH STATUS OF THE CANADIAN PEOPLE 169 


The above chart shows that illness from these diseases as reflected in 
the number of hospital cases (separations) has been increasing slightly but 
steadily, and that the mortality rate has remained at almost exactly the same 
level throughout. The malignant neoplasms, as the name implies, are ‘the 
deadly ones in this class. Less than two per cent of the deaths are ascribed 
to what would appear to be complications of normally benign neoplasms. 

The death rate from benign neoplasms has remained low and fairly 
constant with a small decline during the most recent years. On the other 
hand, they account for about one-half of the hospital cases in this class. Their 
rate of hospitalization has remained fairly constant. The increase in the rate 
of hospitalization for all neoplasms is thus due to the malignant ones. 


BENIGN NEOPLASMS 











Hospital 
Death Rate Separations 
Year per 100,000 

: per 100,000 

Population* Populationt 
Ce: ten obs ene aa eo 2.2 420 
MS eee oder simiesedlcees ak teavce 2.6 457 
ESS aie Aint etean aes OO Dal 438 
1 SS SS See hnmes Pelee ea 2.4 449 
Byte aten rch fo hea tt 2.3 457 
De ee ete ce et Dee. 473 
CET at SE 5 aan ee eae a ZA 458 
OS REN EMR ELE 1.7 453 
“IS oR PA ee ea te 19 440 
OAR ee essere ate NS 430 
BOG aes on era aches La 450 


* Dominion Bureau of Statistics, annual reports of Vital 
Statistics. 
+ Saskatchewan Hospital Services Plan, annual reports. 


Cancer—(Malignant Neoplasms)—There are few diseases of which 
we know so little, whether it be their prevention or their cure, as we do of 
cancer. 
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The mortality rates shown for all forms of cancer hide different and 
even diverging trends as shown by malignancies of specific sites and among 
specific groups of people.* 

During the period from 1951 to 1961 the mortality rate from all 
malignant neoplasms changed but little. In 1951, it stood at 127.3 per 100,000 
population and after some minor fluctuations rose to 129.7 in 1961, a per- 
centage increase of 1.9. The rate of hospital separations, on the other hand, 
rose from 418 to 560 during the same period, a percentage change of 34.0. 

A comparison with selected other countries shows the Canadian 
mortality to be lower than that of England and Wales, France, Sweden, and 
the United States, but very substantially higher than that of Mexico and 
Ceylon. These are crude rates, however, which have not been adjusted for 
the different age composition of the populations of these countries. 

While the total mortality rate displays very little change over the 
years, the effects of the disease are becoming quite different between the two 
sexes. After adjustment for the age composition, we find that a significant 
increase has been taking place in male mortality and a significant decrease in 
female mortality.2 The percentage distribution by site of cancer mortality in 
each sex will further illustrate the sex difference (data relate to 1961): 











Male Per Cent Female Per Cent 














PAVE Ge vn eo wenn eine ene iS cn AONE 100-07 SVAIE GancCetin nt Soe ee 100.0 
Digestive Organs and Peritoneum..... 40.2 || Breast and Genito-urinary Organs..| 41.0 
RespiratoryssystCih meee 19.7 || Digestive Organs and Peritoneum....| 37.1 
Breast and Genito-urinary Organs...) 18.2 || Miscellaneous and Unspecified Sites} 8.6 
Lymphatic and Haematopoietic Lymphatic and Haematopoietic 

FLISSUCS 30) see sowieg ere ease camer tees 14.5 TLisstieS .a cee er ee ig 
Miscellaneous and Unspecified Sites.. 8.7. 1 Respiratory System.....-...cte 4.1 
Buecali@avity cond Chagryuxiea crac aha Buccal Cavity and Pharynx.............. 123 


pe ee 


SourcE: Based on Dominion Bureau of Statistics, Vital Statistics 1961, Ottawa: Queen’s 
Printer, 1963. 


1 While we know how many persons die from cancer year by year, regrettably we have 
no statistics showing how many people suffer from cancer in this country, how many new cases 
occur or are found, and the trend over a number of years. Cancer shares this deplorable lack 
of adequate statistics with all our other major health problems, a fact which is difficult to 
reconcile with the advanced techniques at our disposal for data collection and processing. See 
Chapter 2, Recommendations 184 and 186-189. 

2 Phillips, A. J., Cancer Mortality Trends in Canada—1941 to 1958, The British Journal 
of Cancer, 1961, Vol. XV., reprint, p. 8. 
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Phillips studied the mortality trends for selected sites for the period 
between 1941 and 1958, based on age-adjusted rates, and found the following 
statistically significant changes: 


SIGNIFICANT INCREASES, 1941-1957 








Male Female 








Respiratory System (26.3%) Leukaemia (4.7%) 
Male Genital Organs (14.1%) 
Urinary Organs (8.8%) 
Leukaemia (6.8%) 








SIGNIFICANT DECREASES, 1941-1957 








Male Female 
Stomach (24.9% ) Intestines (17.0% ) 
Buccal Cavity and Pharynx (4.3%) Uterus (13.2%) 


Stomach (11.4% ) 








While both sexes have shown a decrease of cancer of the stomach, 
the increase of the over-all cancer death rate for males is influenced largely 
by the substantial increase in the rate for the respiratory system,? and the 
decrease for females by the falling off in the mortality from cancer of the 
intestines and the uterus. The latter is ascribed to large-scale cytological screen- 
ings with the resulting early detection and diagnosis. 

Health agencies as well as the public at large have been much con- 
cerned at the continuing rise in the frequency of lung cancer, especially among 
males. Incriminated as factors in this increase are cigarette smoking, air 
pollution and exposure to industrial carcinogenic substances.® 

All the statistics mentioned relate to the mortality from cancer, the 
only manifestation of the disease for which we have Canada-wide statistics 
over a considerable period of time. No comparable data exist on the actual 
occurrence, i.e., incidence and prevalence of the disease, but data are avail- 
able from some provincial programmes, such as an incidence study in Mani- 


PUDIA:». Ds. 
2 The mortality rate from cancer of the lung (including bronchus and trachea) has risen 
as follows since 1951: 


1951 1961 
aie ae oe Oia. i meee & Why kaki. Tied Ml elastin 15.5 26.2 
Ia EAT LC fase ot ey ok eek ce Ie eee hee es wa ene NE 3.4 4.0 


SourRcE: Communication from Dominion Bureau of Statistics. 

8 Department of National Health and Welfare, Smoking and Health, prepared for the 
Canadian Conference on Smoking and Health, Ottawa: The Association, 1963, p. 9; see also: 
-U.S. Department of Health, Education, and Welfare, Public Health Service, Smoking and 
Health, Washington, D.C., U.S. Government Printing Office, 1964. 
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toba! from which selected statistics as shown in Table 5-12 illustrate the 
relationship between incidence and mortality: 


TABLE 5-12 CANCER DEATHS AND NEW CASES, MANITOBA 1961-62, 
BY SITE AND SEX 


(rates per 100,000 population) 



































Male Female 
Site Deaths New Cases Deaths New Cases 
Buccal Cavity and Pharynx............0+: 233 19.8 3 4.6 
Digestive Organs and Peritoneum...... 63.2 83.6 43.7 6534 
Oesophagus and Stomach.............. 26.0 31.6 1233 15.0 
Intestines, Rectum, Peritoneum.... 20.9 35.4 linia 36.2 
Liver, Pancreas, Biliary Passages.. 15.4 16.6 132 13.9 
Respiratory System... 38.6 41.8 Sian th! 
Breast and Genito-Urinary................ 25.4 64.2 41.3 137.9 
Breast hee ee eee 0.4 0.4 13D 63.3 
Female Genitalieesce eee a oo 1937 67.1 
Male Genitals goths ciceccccarccserentnasess Liss 42.7 — — 
Uicinary OreanS eeepc st eee, eT. i | ae ‘eS 
Other and Unspecified Organs............ 14.5 70.8 1 61.4 
SY dhe Recta Beene heey ements tm Er nts ey 50.8 iene | 40.8 
JEN ene ewe tt Serie ts Serre tae 0.4 1.9 0.2 0.2 
Brain and Nervous System............ 5.8 6.6 4.0 6.9. 
Thyroid and Endocrine Glands... 0.6 ea 173 2.6 
Bones and Connective Tissue........ 1.9 26 = 1.6 
Other and Unspecified Sites.......... 4.1 ee 31 9.3 
Lymphatic and Haematopoietic 
AS VS CIT eee ee 18.8 2353 9.9 13s 
Hodein§ Disease ce ome cers 1.9 See 0.4 1.6 
Other Lymphomas:.7.0..0...0ce0, 23 4.7 2.4 2.4 
Multiple:Myeloma-2-2.c2- cee: 4.1 4.3 S| 2.6 
Leukaemia and Aleukaemia.......... fae 10:2 4.0 6.4 
Polyeythaemia -V tan. .s.....05 cere — 0.9 0.4 0.9 
ALLO SITES See ee teerrcrcencs: 162.8 303.7 11350 290.6 




















SourcE: Based on The Manitoba Cancer Treatment and Research Foundation, Report 
April 1, 1961 to March 31, 1962, pp. 66-67 and 99-100. 


The table indicates that about twice as many new cases of cancer are 
found in a year as deaths from the disease. The ratio varies among the different 
sites but the discrepancy is greatest for cancer of the skin. Further studies will 
be required, and we stress the necessity of undertaking such investigations to 
determine to what extent the differences are due either to varying survival 


1The Manitoba Cancer Treatment and Research Foundation, Report April 1, 1961 to 
March 31, 1962. 
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rates or to differences in diagnostic practices, time lag, or other factors. The 
cancer registries existing or being developed in the provinces should lend 
themselves to this kind of study recognizing the fact that both incidence (as 
well as prevalence) and mortality represent different stages or degrees of 
cancer morbidity. The registries and regular follow-up studies of the existing 
records should also yield more general and continuous data than now exist 
on the survival of cancer cases and the epidemiology of the disease.t 

All cancer accounts for 16.8 per cent of all deaths, slightly less 
(13.7 per cent) of the life years lost due to premature mortality, only 0.9 per 
cent of all disability days, 3.6 per cent of hospital days, 5.1 per cent of 
physicians’ services, 0.3 per cent of all prescriptions, but 7.0 per cent of 
home nursing services. 

Following are the percentages of total illness and the demand for 
selected health services accounted for by all forms of cancer and the whole 
group of neoplasms :? 





All Cancer | All Neoplasms 


Per Cent Per Cent 


TENG Se 0 EHIME ORE 16.8 17.0 
Premature mortality.................... i327. 13.7 
Disabling WIMESS c......06.scccccssevesess, 0.9 2.0 
Non-disabling illness.................... n.a. 1.4 
Hospital separations.............0.... 25 4.5 
EIOSDUAL GAYS soo.05.cc<.sssscseensarcssvenneos 3.6 4.6 
PIAVSICIANS “SELVICES. 5. ec ciadicoocesess Sd 5.8 
PPOSOMPUIONS ss oe caisd enced tieddeddesdoataws 0.3 0.3 
WIOMIS MUTSING. .6<....00000cs000sesciereoren, 7.0 (eS) 


1Such studies would permit the evaluation of therapeutic procedures as well as changing 
patterns of the disease. A project of this kind was carried out by T. A. Watson in Saskatchewan 
in his report: Results of Treatment of Cancer in Saskatchewan 1945-52 (inclusive), published 
in 1958. The Annual Report of The Manitoba Cancer Treatment and Research Foundation 
April 1, 1961 to March 31, 1962, states on p. 25 in regard to survival studies that ‘“‘overall five 
year results will now be required annually as part of the criteria for approval of a Cancer 
Registry, by the Committee on Cancer of the American College of Surgeons”. The difference 
shown in the existing sources are difficult to assess because of the limited number of cases 
covered. Cancer is one of the diseases where the knowledge of differentials between various 
groups of the population and people in various parts of the world has been exploited consider- 
ably in efforts to detect leads regarding the causation of the disease. Such projects of inter- 
national epidemiology require uniformity of methods if the results are to be comparable. 
Recognizing this fact, the Second World Health Assembly requested action resulting in the 
creation of a sub-committee (of the Expert Committee on Health Statistics) on the Registration 
of Cases of Cancer as well as their Statistical Presentation. The report on its first session is 
contained in World Health Organization Technical Report, Series No. 5, Geneva: The 
Organization, March 1950. 


2See Table 5-15. 
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ALLERGIC, ENDOCRINE SYSTEM, METABOLIC AND NUTRITIONAL DISEASES 


This group of diseases includes the allergic disorders (such as hay 
fever, and asthma), diabetes, as well as various glandular disorders and 
nutritional deficiency diseases. This is a heterogeneous group which, as a 
whole, is characterized by the fairly even trend of mortality and hospitalization 
over the last decade as indicated in the following chart. 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
1951-1961 






SEPARATIONS 
MORTALITY 


195) 1952 1953 1954 1955 1956 1957 1958 1959 1960 196] 


The trend shown above reflects the lack of substantial progress in 
dealing with the major diseases included here, although the first half of the 
period saw a decline in mortality of about 16 per cent (from a rate of 20.5 
per 100,000 population in 1951 to 17.2 in 1957, the rate reached 19.8 again 
in 1961). The rate of hospitalization remained around the level of about 
600 separations per 100,000 population. 


A comparison with selected other countries shows mortality in Canada 
at about the same level as that of France and Sweden, lower than that of 
the United States, but substantially higher than that of England and Wales. 


The share of these diseases in mortality and disabling illness is incon- 
‘spicuous: they account for 2.2 per cent of all deaths, somewhat less (1.8 per 
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cent) of the life years lost due to premature mortality because of deaths 
occurring generally at advanced ages; 1.3 per cent of all disability days; but 
5 per cent of non-disabling illness. 

Of similar proportions is their share of hospitalization (2.2 per cent 
of the cases, and 1.8 per cent of the days) and of physicians’ services (2.0 
per cent). But this group accounts for 7.0 per cent of all prescriptions and 
11.1 per cent of home nursing services.? 

The demand for home nursing and prescriptions, as well as the share 
of non-disabling iliness days is out of proportion to the frequency of these 
diseases, a fact which is explained by their nature. The allergies, such as hay 
fever or asthma are characterized in common with diabetes, by their chronicity 
usually without being fatal, and they also share to a varying extent the need 
for medication, occasional in some cases, regular in others. Hay fever and 
asthma account for about one-third of the illness days ascribed to this class 
in the Canadian Sickness Survey.* 


Diabetes—Diabetes is the disease which accounts for most of the 
mortality due to this group. While the death rate for the whole group has 
declined, mainly due to a considerable reduction in the deaths from asthma, 


DIABETES* 
Deaths, 1951-1961 











Rate per 
Number of 100,000 

Deaths Population 
1,584 Lie3 
1211. 10.9 
162) 10.9 
1,607 10s 
1,716 10.9 
1,820 | 
1,866 11e2 
1,869 10.9 
1,988 11.4 
2,081 1156 
2,164 11.9 


* Based on Dominion Bureau of Statistics Causes of Death, 
Canada 1950-60, Ottawa: Queen’s Printer, 1962, p. 11 and Dominion 
Bureau of Statistics, Vital Statistics 1961, Preliminary Annual 
Report, Ottawa: Queen’s Printer, 1962, p. 8. 


1See Table 5-15. 

2 Department of National Health and Welfare and Dominion Bureau of Statistics, Il/ness 
and Health Care in Canada, Canadian Sickness Survey, 1950-51, Ottawa: Queen’s Printer, 
1960, p. 140. 
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the rate for diabetes has changed very little during the last decade and the 
absolute number of deaths has actually increased. It must be remembered 
that insulin therapy greatly extended the survival period of diabetics so that 
more of them marry and transmit the disease to their children. 

As there are no corresponding data available on either incidence or 
prevalence trends of the disease, one can only assume that the continually 
high and even rising mortality rate is due not to a greater risk of dying for 
diabetes patients, but to a greater number of cases due to the higher incidence 
among an ageing population. 

Observations based on the Canadian Sickness Survey, 1950-51,! in- 
dicate about 770 cases per 100,000 population, or a total of about 150,000 
diagnosed cases now existing in Canada.? 
| The death rate in 1960 was higher for females (13.4) than for males 

(10.0) which corresponds to a similar difference in the prevalence rate found 
in the United States National Health Survey (1,000 and 800 respectively 
per 100,000 population). The same Survey in the United States reported 
‘two-thirds of all diabetics to be 55 years of age or older. Prevalence figures 
referred to cover only known cases. One estimate indicates that there 
may be an equal number of unrecognized cases in the community.®? Such 
estimates are based on the results of multiphase screening programmes which 
help in the detection of unrecognized cases. 

Diabetics account for a large proportion of home nursing services. 
They are not numerous (about 5 per cent of all medical and surgical cases 
attended by the Victorian Order of Nurses) but require intensive care. They 
obtain 14 per cent of all nursing visits made to medical and surgical cases, 
ranking highest among all disease groups in the average number of visits per 
case (54 as compared with an average of 19 for all causes). Female cases 
outnumber male by a ratio of over 2:1, with 90 per cent of all cases being 
in the age group 45 years and over.* 

Cases of diabetes, many requiring continuous medication, account for 
about two per cent of all prescriptions.® 


1These data were not published because the survey sample did not yield a sufficient 
number of cases for a reliable estimate. 

2 This very rough estimate compares with the somewhat higher prevalence rate of 900 per 
100,000 population in the United States (Health Statistics from the United States National 
Health Survey: Diabetes reported in interviews, United States July 1957-June 1959, United 
States Department of Health, Education, and Welfare, Washington, D.C., United States Gov- 
ernment Printing Office, 1960, p. 7). But then the U.S. mortality rate (15.9 in 1959) is also 
higher than the Canadian (11.4 in 1959) indicating that a real difference exists in the frequency 
of the disease in the two countries. 

3’ Department of National Health and Welfare, 1951, Epidemiological Data on Chronic 
Tilness in Canada. 

*Dominion Bureau of Statistics, Home Nursing Services (Victorian Order of Nurses for 
Canada), 1960. 

° Canadian Disease and Therapeutic Index, A Study of Physician Practice, February-May 
~ 1960, Lea Associates, Inc., Flourtown, Pa. 


178 THE PEOPLE, THEIR HEALTH STATUS 


Asthma—Asthma has been the second largest cause of death in this 
group but one which contributed to the general decline in the mortality, 
except for the small upswing apparent in 1961. 


ASTHMA* 
Deaths, 1951-1961 














Rate per 
Year ee a 100,000 
he Population 

(951s ee ee eee 741 Brie) 
Sap Arata eo Netra nite eh, tee NH 662 4.6 
LOSS eee eee 644 4.3 
1954 Re Pees, Bon resect oe tee 629 4.1 
(OSS eee ee ee ee cee 639 4.1 
1956 ee eee sees 598 abt 
195 Tee ee ie er ca eae a 599 560 
195See eR ee Se ee ee 502 De) 
1O50F et ee eee ere 494 2:8 
LOGON Sr ee 402 252, 
TOG er Nea eee ee ae: 468 2.0 


* Based on Dominion Bureau of Statistics Causes of Death, 
Canada 1950-60, Ottawa: Queen’s Printer, 1962, p. 11 and com- 
munication from the Dominion Bureau of Statistics. 


Here again the lack of data on the incidence and prevalence of the 
disease precludes the full evaluation of the mortality figures and we have no 
evidence to tell us whether the decline in mortality until 1960 was due to a 
reduction in the frequency of the disease or, which is more likely, to a reduc- 
tion of its fatal aspects.’ 

Estimates of the frequency of asthma and hay fever in the United 
States range all the way from about 1,000 to 6,900? per 100,000 population. 
This may reflect regional differences in the occurrence of the disease, making it 
doubtful whether the United States National Health Survey prevalence figure 
(2,340 per 100,000 population) is applicable to Canada. This Survey points 


1This is another area of illness that requires more systematic study with respect to 
incidence and its consequences, 

2Cf. The Committee for the Special Research Project in the Health Insurance Plan of 
Greater New York: Health and Medical Care in New York City, Commonwealth Fund, 
Cambridge, Mass.: Harvard University Press, 1957; and State of California, Department of 
Public Health, Health in California, California Health Survey, California State Printing Office 
(no date). 
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out the preponderance of asthma and hay fever among young males (under 
15 years) as compared with females in the same age group. 

Diabetes, asthma, hay fever and other diseases in this group are 
chronic but not necessarily disabling except during acute attacks. Hence, 
they account for a relatively high proportion of all non-disabling illness. 

Following are the percentages accounted for by this entire group of 
diseases out of total illness and the demand for selected health services: 


Per Cent 
JERE CECI) SN Rey oii IRBe ets oa Sai Uae OE EN Pies er 22 
PREMIALITE 2MIOECAILY oo 008 giucuw sededis cee ew elev debs 1.8 
| DTS) EY OC lee RO eye 8 1.3 
INOD disabling Bess. Te oie eset cece ov oneceneec ace 3.0 
Hospital “SeparatiOns . 42. .sscisede rad svsnsnovevavsvoe ee animsncteoes 22 
LE IOSIOUTIES IGE Sl ecm re 1.8 
DIGIC AMS, <SOEVACESs xeetorexsuoaceabdeeseavadvonseci se heweereoehsoes 2.0 
BB Re SCHIP UM Sa oc alc nese cis noe eee 10 
CPt era Ce ctn UST ecu ee hohe es asad cca ek See a cates 11.1 


DISEASES OF THE BLOOD AND BLOOD-FORMING ORGANS 


This group of diseases, comprised largely of the various types of 
anaemia, ranks low in its contribution to mortality and non-fatal illness and 
in its use of health services. Because of the low frequencies it is difficult to 
establish what the trend has been but the following chart indicates a decline 
in the death rate which is not matched by what we know of hospital 
separations. The anaemias thus appear as another group of diseases where 
modern treatment has succeeded in curbing the mortality if not the frequency 
of the disease. 

Little is known about the prevalence of anaemia in the general popula- 
tion—a screening test in Baltimore yielded a count of 16 cases per 1,000 
persons screened, but it would be difficult to say how indicative this figure 
may be of the situation in Canada. 

The death rate has declined from 4.3 per 100,000 population in 1951 
to an estimated 2.8 in 1961. The rate of hospital separations varied during 
the same period upward and downward, starting from a rate of 77 per 


100,000 population, and during the most recent three years hovering around 
the 100 mark. 


1 United States Department of Health, Education, and Welfare, Public Health Service, 
_ Health Statistics from the United States National Health Survey—Chronic Respiratory Con- 
ditions reported in interviews, United States July 1957-June 1958, Washington, D.C., United 
States Government Printing Office, 1959. 

2See Table 5-15. 

3 Commission on Chronic Illness, Chronic Illness in a Large City—The Baltimore Study, 
Cambridge, Mass.: Harvard University Press, 1957, p. 485. 
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PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
1951-1961 


~ SEPARATIONS 


MORTALITY 


1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 I96I 


BREAK DUE TO CHANGES IN CLASSIFICATION 





A comparison with selected other countries shows the Canadian 
mortality from these diseases to be roughly in line with the United States, 
France and Sweden. 

The group accounts for less than one per cent of all deaths and life 
years lost due to premature mortality, less than one per cent of hospital and 
physicians’ services, but a relatively higher share (2.8 per cent) of all pre- 
scriptions and of home nursing (6.8 per cent), the latter being due largely 
to the application of the required injections. The percentages this group 
accounts for out of the total are as follows:* 


Per Cent 
PAT YRC Ga thS cee, sar oe es ee et cae 0.4 
Premature MOL tality aoe ee ewan ee eee 0.3 
TISADUNG LUNCSS ere ence teg et tance a aac tact n.a. 
Nonedisablitie si nessin: 52 ..ccee rset eet cr teerreers n.a. 
HOspitalmsePALAuOlsesee ee ee ere ae er ete 0.4 
HiGsSpitaleday ss ceseesecatt eet eres eet tenant ois telomeres 0.3 
PHYSICIANS a eSCLVICCS qa tsrere crtuetn ca curactternet tae 0.9 
PRESCTIPULONIS a5 aay aac fos syn gtin oes ea ses seece cc Fees aso raect inacreenens 2.8 
Ja ketistoup ligybit sack peered Meniae ster perenne re io 6.8 


1See Table 5-15. 
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MENTAL, PSYCHONEUROTIC AND PERSONALITY DISORDERS! 


Most health problems have attracted our attention because of their 
fatal aspects. Mental disease has never been prominent in this respect account- 
ing, as it does, for only a very small proportion of all deaths: in all, 0,3 per 
cent of all deaths occurring in Canada are ascribed to disorders in this group. 

The impact of mental disease lies not in the mortality but in its 
staggering effect of disability as well as the demand for health services, 
particularly hospital services. The diseases in this group account for 38.9 
per cent of all hospital days. The 3.7 per cent of all prescriptions obtained 
outside the hospital, being ascribed to this group of diseases may be an 
understatement to the extent that psychiatric disorders are reported under 

other diagnoses.? 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND FIRST ADMISSIONS 
I951—I96l 


MORTALITY 


195! 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 





1See also McKerracher, D. G., Trends in Psychiatric Care, and Richman, A., Psychiatric 
Care in Canada: Extent and Results, studies prepared for the Royal Commission on Health 
Services, Ottawa: Queen’s Printer, 1964. 

2In 1961, $4,428,000 were spent on “medical, surgical supplies and drugs” in mental 
institutions, amounting to 3.4 per cent of their total operating expenditure, Dominion Bureau of 
Statistics, Mental Health Statistics, Financial Supplement, 1961, Ottawa: Queen’s Printer, 1963, 
p. 10. 
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With changing patterns of care for the psychiatric patient, both within 
the institution and in the community, it is becoming more and more difficult 
to draw conclusions from institutional statistics concerning the actual fre- 
quency of these diseases. These data, nevertheless, give some indication of the 
magnitude of the problem. 

Of all hospital beds (192,162) about one-third (67,895) were in 
mental hospitals in 1960.1 In addition, there are about 1,500 beds in psychia- 
tric units in general hospitals. 

In 1960 over 25 million days were spent in mental hospitals and 
psychiatric units, with an average daily number of patients of 69,000.” In 
other words, one in every 260 people is a patient in a psychiatric hospital 
or unit. It is estimated that, if present admission rates continue, more than 
one out of every ten infants will spend some part of his life in a psychiatric 
institution.? In addition, there are those suffering from psychiatric or emo- 
tional disorders but not necessarily confined to hospital whose number is 
unknown but estimated to be possibly in the neighbourhood of one in ten 
of the population.* 

Based on studies in Britain and the United States it has been esti- 
mated that the prevalence of emotional and mental disorders among school 
children is of the order of 5 to 10 per cent,> and mental retardation may 
affect at least 3 per cent of the population, one-fifth of this number under 
the age of 20.6 Among a large group of employees, a highly selected popula- 
tion group, it has been found that psychiatric disorders account for about. 
6 per cent of all sickness absenteeism.” All these are estimates of different 
aspects of psychiatric disorder among the population, which may serve to 
indicate the magnitude of the problem though they do not lend themselves 
to a clear and precise over-all picture. 

Trends in the frequency and the characteristics of psychiatric dis- 
orders are very difficult to interpret in terms of their impact on the health 
services. On the one hand, there is a tendency to draw more and more types 
of what previously would have been considered as social maladjustment 
into the sphere of psychiatric care: alcoholism is one example. Drug addicts 
are being moved from jails to hospitals or clinics, and other kinds of social 


1Department of National Health and Welfare, Hospital Care in Canada, (unpublished 
report). 

2 Ibid. 

8 The Canadian Mental Health Association, brief submitted to the Royal Commission on 
Health Services, Toronto 1962, Appendix 3. 

4This estimate, often heard in Canada and the United States, is considered to be a 
“very conservative one” in: Tyhurst, J. S., et al., More for the Mind, Toronto: The Canadian 
Mental Health Association, 1963, p. 9. 

5 The Canadian Mental Health Association, op. cit., Appendix 3. 

6 Thid., this estimate results in a total of over 100,000 retarded children and adolescents 
in Canada. 

7 Generally speaking, absences of over 3 days duration. Dominion Bureau of Statistics, 
Illness in the Civil Service, Statistical Report, 1960, Ottawa: Queen’s Printer, 1962, p. 30. 
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offenders may follow. Psychiatric treatment, on the other hand, has been 
changing from the purely passive custodial care to intensive treatment with 
the resulting demand for substituting care in psychiatric units of general 
hospitals for that in mental institutions for a sizeable portion of the mentally 
m+ 

This entire group of diseases accounted for the following percentages 
of total illness and the demand for selected health services: 


Per Cent 
VN ee PERE, aE er a ao CR a Ce 0.3 
PRE MANAUS MNO LEAN 6.) Messed caancbedssnaduas veeondonesddcduenaassiee'ns 0.5 
DISA Man aie SS. oe eg oe ake oh sia Sec ante iaooee dons 9.9 
INOM=CISAD INAS TIEMESS cele signed, ecssh nad ncigssdesesseavotsyasesed n.a. 
ROSIE Al ISCDAL AUTON S 2c. vs edorusncecindsdonaseoviesteoushastvndelranecdess 25 
[CUSSION ed Sea AUR rt eh ky Os ER 38.9 
He SICT AMS 2 SCE VICES cc, S058. oof aard ss snsisos yn doe onratvndie bedanpedee 17 
Prescriptions Coutside- Hospital) .£...5...5...ccccsesceseceaesedeeust 3.1 
PROM CANINES TINS Us nat ec caches ty encase anemcaache wae omates 0.7 


DISEASES OF THE NERVOUS SYSTEM AND SENSE ORGANS 


This group contains some diseases which are important as causes 
of death. Among them are conditions often referred to as a “stroke’’, cerebral 
haemorrhage, embolism, and thrombosis; crippling and disabling diseases 
such as multiple sclerosis, various forms of paralysis, epilepsy, and others; 
and the eye and ear diseases. 

Accordingly, the group ranks fairly high as a cause of death and 
illness and in terms of its demand on hospital and other health services. 
The first-mentioned diseases in the group, the vascular lesions, are often 
combined with diseases of the heart into the cardiovascular group of diseases. 
as typical forms of the degenerative diseases among the older population 
groups. ) 

The trend in mortality and hospitalization during the period 1951 
to 1961 is indicated in the following chart which shows the index for both 
in 1961 well above that in 1951, although mortality has somewhat declined 
after the sharp rise earlier in the decade. 

The Canadian death rate from these diseases (89.7 in 1959) is. 
lower than that of the United States (108.5), England and Wales (165.6),. 
France (136.4), and Sweden (137.9). 

The diseases in this group caused 17,102 deaths in 1961, of which 
15,428 were due to vascular lesions affecting the central nervous system. This: 
amounts to 12 per cent of all deaths. The percentage of life years lost due 
to premature mortality is somewhat lower, however, because most of the 





1See Chapter 8. 
2See Table 5-15. 
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PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
1951-1961 
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BREAK DUE TO CHANGES IN CLASSIFICATION 





deaths occur at an advanced age. About six per cent of the total duration 
of illness (6.3 per cent of disabling, and 5.6 per cent of non-disabling) is 
due to these diseases which also account for 5 per cent of all hospital days, 
5.3 per cent of all prescriptions, 3.9 per cent of all physicians’ services, but 
11 per cent of home nursing services. This reflects the age of the patients, 
the generally high degree of disability, and the need for whatever rehabilita- 
tion can be achieved. 

The following list will allow a comparison of the percentages of total 
‘IIness and the demand for services accounted for by this entire group of 
diseases :* 


Per Cent 
AIL lea ths nsscteantees cco kh Gb cab cary tenes st ings ogre ieareag = Laeaeae see | 
Premature mortality ..........:cccccceeeeeeetee esses ettreteeeeees 7.4 
Disabling illness .............:ccccteetseneseessententeneenesescentensessens 625 
Non-disabling illness ...........:ccceceeeeesseeee tener tteeetteeteectees 5.6 
Hospital separations ...........::cecseesee eee tee este eeneeee 37; 
Hospital days .......:cscccscssssenersessecsceseneensncerversescereneensnegees 5.0 
Physicians’ SCTVICES .........:.eeeeeeee he ne een SAS ea 339 
PLeSCYiptiONS  ..........scsessecccceneneeetensesenneesensaneenernetsesneeees 3:3 
FHoMe MUTSING ..........-eeeeeceseeessereenteenteceseeecssesennnseessereennes 11.0 





1See Table 5-15. 
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While the vascular lesions account for most of the mortality from the 
diseases in this group and for about one-fourth of the duration of hospitaliza- 
tion, they share the frequency of hospitalization (separations) about equally 
with the eye diseases and the ear diseases.1 The latter, however, account for 
more than half of the prescriptions in this group. 


DISEASES OF THE CIRCULATORY SYSTEM 


These are the various types of heart disease, hypertension, arterio- 
sclerosis and other diseases of veins and arteries. 

The following chart shows a fairly stable trend of mortality over the 
last decade with a slight reduction (3.8 per cent) between 1951 and 1961. 
The line showing the trend of hospital separation, broken due to changes in 
_ the classifications, indicates an increased frequency of hospitalization for these 
diseases. 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
I951-1961 


= MORTALITY 
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BREAK DUE TO CHANGES IN THE CLASSIFICATION 





1 The respective rates per 100,000 population are: 


Hospital Discharges Hospital Days 
Wascilar esi@ng’ 0.0. cceccs0sassss 174 7,290 
DISEASES OL EVO. asiwicschd ead 198 1,706 
Diseases OF -CAF ...celis.ciswsactereres 151 1,182 
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The comparison with selected other countries shows Canada’s mor- 
tality rate (273.1) lower than that of the United States (370.7), England 
and Wales (385.8), and Sweden (307.9), but somewhat higher than that 
of France (214.8). Differences in the age composition of the respective 
populations have to be taken into account in interpreting these figures. 

The diseases of the circulatory system account for about 40 per cent 
of all deaths, by far the highest percentage of all disease groups. These are 
followed by the malignant neoplasms which account for about 17 per cent 
of all deaths. Although death from the circulatory diseases usually occurs 
at an advanced age, the sheer number of deaths also makes it the leading 
cause group in regard to life years lost due to premature death. Their reported 
share in disabling and non-disabling illness is about one-tenth of the total 
from all causes (9.1 and 10.6 respectively). 

In terms of hospitalization, this group ranks second, after the mental 
diseases with 7.9 per cent with the latter taking up almost 40 per cent of 
all hospital days. Its demand on physicians and services is 5.2 per cent 
of total demand and for prescriptions 16.2 per cent, for home nursing 
services 11.9 per cent. It ranks second highest in the requirement for these 
two types of care. 

Within this group of diseases, the arteriosclerotic and degenerative 
heart disease account for almost 80 per cent of the deaths. 

Following are the percentages accounted for by this group of total 
illness and the demand for selected services:* 


Per Cent 
EAT] eatliSae ee te eect ae eke esa gr seam? 38.8 
Premature mortality 4.6.0 2ccpeeee te eee 220 
Disabling Winess q...2 ccc. seas perpncersncetemesse snares cataeeets 9.1 
Non-disabling aliness We ..2....2::.caes nee. csnfeee-re oer asernoeer es 10.6 
Hospital separations ...........:ccccece ese settee ete tieees 6.3 
HiGSpital Gays ccs ye enact reese cr eertu ara eeeca aes Wee 
PHY siC1a nS SEL VICES orate ee tee settee ea neces ee Se 
PLESCrIPtlONS ese. cee: ooo essa see tke centaerrssay eek eer 16.2 
ja fejantoeelbbecjin¥=9 Waeceyia ry ene Bates cee cheer eect ochod ocr oa oees io 


DISEASES OF THE RESPIRATORY SYSTEM 


Among the diseases in this group are the common cold, influenza, 
pneumonia, tonsillitis and other diseases related to the respiratory tract. 

The trend in the mortality from these diseases and their hospitaliza- 
tion from 1951 to 1961 is shown in the following chart. 

In both series the rates have remained below the 1951 figures (except 
for hospital separations in 1957). There is, however, no continuous trend 
because the most frequent of these diseases (common cold, influenza, and 
pneumonia) are subject to epidemic outbreaks. In fact, 1951, the initial 


1See Table 5-15. 
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PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
1951-1961 
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year of this period, was a year of a widespread Asian influenza epidemic 
which brought the incidence of related respiratory disorders and _ their 
complications to a high level. 

Because of the susceptibility of the incidence of respiratory diseases 
to epidemic outbreaks and environmental or climatic conditions, comparisons. 
with other countries would be meaningful only over a long period of time 
taking into account a number of extraneous factors involved. 

There is evidence, however, that new drugs and treatment methods 
have succeeded in substantially reducing mortality from respiratory diseases. 
as shown by the following figures for the period prior to 1951. 


DEATH RATES FROM INFLUENZA, BRONCHITIS AND PNEUMONIA 
COMBINED, 1926-1950 








Average Average Average Average Average 
1926-30 1931-35 1936-40 1941-45 1946-50 
134.0 100.6 97.4 69.0 SoZ 


SourcE: Dominion Bureau of Statistics, Canadian Vital Statistics Trends, 1921-1954,, 
Reference Paper No. 70, Ottawa: Queen’s Printer, 1956, p. 33. 
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The respiratory group accounts for about five per cent of all deaths 
with a somewhat higher proportion (7.2 per cent) of all life years lost in 
a year due to premature mortality. 

The impact of the respiratory diseases, however, lies in their demand 
on physicians’ services (15.1 per cent), prescriptions (16.7 per cent), and 
in their share of disabling (28.0 per cent) and non-disabling illness (23.4 
per cent), rendering them the highest ranking group in these respects. They 
also account for 13.9 per cent of hospital separations, but only 4.9 per 
cent of all hospital days and 1.5 per cent of home nursing services. 

Following are the percentages accounted for by all diseases of the 
respiratory system out of total illness and total demand for selected services:* 


Per Cent 


PLC CALS ate iron enn ee cee soe emi eee ee mil 
Premature mortalitVa eres te eee nee ee? 
Disabling tallness ee ee ee eee 28.0 
Non -disabling-1)INeSS serra eee ee 23.4 
Hospitaleseparavlons ae ee 13,9 
HOSpitaledays acca het te a aa otras ee re 4.9 
PHYSICIANS SET VICES Sates ee ee re i521 
Prescriptions eaten ee ee ee 1627 
FLOM SnUrsin S See eee, tes een et eee eee ites) 


Among the diseases of the respiratory system, the common cold, 
influenza and other acute infections of the upper respiratory tract are 
responsible for about one-fifth of all illness days, disabling and non-disabling; 
and for about one-tenth of all physicians’ services. Hypertrophy of tonsils 
(tonsillitis) and adenoids account for 6.3 per cent of all general hospital 
separations, but, because of the generally short stay, for only 1.3 per cent 
of all general hospital days. There are 1,116 cases per 100,000 population, 
the rate being highest (5,356) for the four-year olds. Correspondingly, there 
are 2,359 days per 100,000 population but 9,449 among the four-year olds. 


DISEASES OF THE DIGESTIVE SYSTEM 


This group includes, among others, the various diseases (except 
cancer) of the stomach, ulcers, appendicitis, hernia, as well as diseases of 
the liver, gallbladder, and pancreas—a rather heterogeneous group. The 
following chart indicates a slow decline in the mortality from these diseases 
between 1951 and 1961, but little change in the frequency of hospitalization. 





1See Table 5-15. 
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A comparison with the mortality rates of other selected countries 
indicates rates of the same order, except for the higher rate in France. 

The diseases of the digestive system rank on the whole about midway 
among the groups covered in this chapter, except for occupying the third 
rank for physicians’ services (9.6 per cent), and fourth each for hospital 
services (5.7 per cent) and prescriptions (8.2 per cent). They account for 
3.7 per cent of all deaths, 4.3 per cent of life-years lost, 6.8 per cent of 
disabling and 8.6 per cent of non-disabling illness. 

Of the deaths due to this group of diseases about one-fifth (1,083 in 
1961) are caused by cirrhosis of liver. The corresponding number of deaths 
in 1951 was 607. Somewhat lower is the number of deaths from intestinal 
obstruction and hernia (929) and gastro-enteritis and colitis (864). The 
number of deaths from appendicitis has declined from 262 in 1951 to 
to? im 1961, 

Appendicitis accounts for 1.9 per cent of all general hospital separa- 
tions and 1.4 per cent of general hospital days. The rate of hospital separa- 
tions per 100,000 population is 331, with 2,608 hospital days. 

The hospital utilization rate for hernia is similar, 1.8 per cent of all 
general hospital separations and 1.5 per cent of hospital days. There are 
315 separations per 100,000 population, with 2,883 hospital days. 
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Although the International Classification includes dental disorders 
among the diseases of the digestive system, the bulk of such disorders as 
caries (forming a large part of the dentist’s work load) and other conditions 
usually treated at the dentist’s office will be discussed separately later in 
this chapter. 

With this exception, the diseases of the digestive system account for 
the following percentages of total illness and the demand for selected 
services:! 


Per Cent 
ALI deaths sc veverses suse ree ee ie eer aaa Sad, 
Prematuresmortality oe. wie ee ras eee 43 
Disabling. illnesste.. eee ee eee nace ee 6.8 
INon-disavblinoe thlness meme ce ee eee 8.6 
Hospitalgseparatlonsme ew ee em ee 10.8 
HoOspitaleda Sarre) a ar re eee ee, Sy 
PHY SICLANSMRSCTVICCSeieeas Ore ei ne cen eee ee 9.6 
PLeSCLIPTLONS maser en re Se ee ea eT 8.2 
HOmesnursin gas ce ee ee eee 3.8 


DISEASES OF THE GENITO-URINARY SYSTEM 


This group includes nephritis, diseases of kidney and bladder, and 
the various diseases (except cancer) of the genital organs. Increased hospi- 
talization is accompanied by a steadily declining mortality rate. This group 
of diseases shows little variation in the death rate between Canada and 
other selected countries. 

As a group, these diseases rank about midway in terms of their share 
of illness and the demand for health services, accounting for the following 
percentages of: 


Per Cent 
MLIEGE ALIS Ar eee earn eters aac pet hart octane eet eat tone el 
Prematires MmoOrtalit vice it. een ete ee iS 
Disablinoailinessae ee eee CE we. ele 3.5 
Non-disabling mullncssmee eae, ere ee eee eee 5.0 
Hospitaleseparations ). = 2). 5. en ee nee 6.9 
Hospitalidays head ow re hart tee Mech te soe ete nen coe 35 
Physictans Services = 0017 ers re ete eee 8.7 
PLESCrIPUONS Fe sere se eae enone 4.4 
HIOMeENUTSIN g 345. Se heen oe nee er ee 1.8 


1See Table 5-15. 
2See Table 5-15. 
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About one-half of the relatively high demand for physicians’ serv- 
ices is due to the diseases of the female genital organs.1 Nephritis, however, 
accounts for about one-half of the deaths in this group. The number of 
these deaths has decreased from 3,043 in 1951 to 1,553 in 1961, with a 
correspondingly larger decline in the rate. 


MATERNITY AND COMPLICATIONS? 


This group is peculiar in that most of the conditions included are 
not the result of an abnormal state of health, but they do require health 
services; only the exceptional complications are manifestations of ill-health. 
The only other exception is the last class—‘‘supplementary’—which also 
includes a substantial part of services not related to illness; for example, 
periodic health examinations or well-baby care. 


1JeRiche, H., A Sample Study on the Participants of a Canadian Prepayment Medical 
Care Plan in Regard to Costs, Disease Episodes and Services: Physicians’ Services Incorporated, 
Toronto, 1957. 

* This heading is used throughout this Report instead of the more descriptive and correct 
but lengthy terminology of the International Classification of Diseases which reads: ‘Deliveries 
and complications of pregnancy, childbirth and the puerperium’. 
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The decline in maternal mortality has been substantial and con- 
tinuous. This is one of the indicators frequently used as reflecting general 
health conditions in a country. It is affected not only by the state of personal 
health services, but also by hygiene and sanitation, as well as living standards 
and general health habits. The extent of hospitalization, on the other hand, 
is the result of the birth rate! and the proportion of deliveries occurring in 
hospital.” 

The Canadian maternal mortality rate, though low (46.0 per 100,000 
live births in 1961 and 54.9 in 1959) is somewhat higher than the rates 
for 1959 in the United States (37.4), England and Wales (38.7) and Sweden 
(23.8) indicating that there is room for still further improvement. It is lower 
than the rate in France (55.0). 

This group of conditions ranks low in terms of mortality, only a 
little higher in the extent of disability, but fairly high in its demand for serv- 
ices, accounting for the following percentages of:* 





1 The birth rate stood at 27.2 in 1951, reached a peak of 28.5 in 1954, and then declined 
gradually to 26.1 in 1961. 

2 The percentage of births occurring in hospital rose steadily from 79.1 per cent in 1951, 
to 96.9 per cent in 1961. 

3 See Table 5-15. 
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Per Cent 
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Of the hospital days required by this group, about 70 per cent are 
due to deliveries without any complication. In 1926 the maternal mortality 
rate was 560 per 100,000 live births and declined to 46 by 1961. An in- 
dication of the possibility of further improving the Canadian rate is obtained 
by examining the differences in the rate for those provinces which have 
not been sharing equally in the remarkable improvement that has taken 


place over the last quarter of a century.’ 


Maternal Mortality Rate 
per 100,000 Live Births 
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DISEASES OF THE SKIN AND CELLULAR TISSUE 


This group includes boils, carbuncles, impetigo and other skin con- 
ditions such as dermatitis but excludes cancer. 

Apparent changes, particularly in the mortality rate, may not be 
significant because of the comparatively small numbers involved (165 in 
1960). The same applies to the trend of hospital separations which, how- 


1 This does not include new-born care which is shown under the “supplementary” group. 

2Per 1,000 live births. 

8’ The mean between the 1960 and 1961 rate is shown to reduce the effect of chance 
variations due to small numbers, based on Dominion Bureau of Statistics, Vital Statistics 
1961, Ottawa: Queen’s Printer, 1963, p. 213. 

“Rates for the Yukon and Northwest Territories omitted. Because of the small populations 
in these Territories maternal deaths are very infrequent so that, for instance, one such death 
in the Yukon means a jump in the rate of about 180. Comparisons of rates based on such small 
' frequencies would not be meaningful. 
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ever, vary to a lesser extent, remaining at about the same level throughout 
the period.* 

As a group, these diseases rank generally low in their share of 
illness and their demand for health care, with the exception of physicians’ 
services. They account for the following percentages Obs 


Per Cent 
UN LEGO A LDS Betis ae eet ete enema meee erpeceee 0.1 
Premature: mortality 2g en eae ee eee rere rece 0.1 
Disabling WillneSs tees ee eerie ec eee 1.6 
Non=disabling iinesSe. corns c-cocecoesere eee cete cee syesners on 
Hospital separations .............cccceceee reese reseeseenssenseeteens 2.0 
Hospital (days 7 27..2issriee- esas. etter versie seceteucranteeneve eter 0.9 
Physicians’ S€rviceS .21.:...cccscccsseceessceneseneeosrenenesteseeeers es 8.3 
Prescriptions) .)ecc cokes eet tee eae oaecsne ete 4.2 
PlOine SNUrSin gg ee ee rte tres camer 1.6 


The demand for physicians’ services is due largely to the diseases 
described as infections of skin and subcutaneous tissue, which also account 
for about half of the prescriptions required by this group. 


1 Comparable data for other countries are not available. 
2See Table 5-15. 
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DISEASES OF THE BONES AND ORGANS OF MOVEMENT 


This is the group of diseases which includes the various forms of 
arthritis and rheumatism. 


PERCENTAGE CHANGE IN RATES OF MORTALITY AND HOSPITAL SEPARATIONS 
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The impact of this group of diseases lies mainly in their share of 
non-disabling illness, to a lesser extent of disabling illness, and also in their 
demand for physicians’ services, prescriptions and home nursing services. 
They account for the following percentages of: 


Per Cent 
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1Comparable data for other countries are not available. 
See Table 5-15. 
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About 80 per cent of the non-disabling and 90 per cent of the 
disabling illness in this group is due to arthritis and rheumatism, and similar 
proportions apply to the demand for physicians’ services, prescriptions and 
home nursing services. 


CONGENITAL MALFORMATIONS 


The title of this group of conditions is self-explanatory, the distinction 
between various types of malformations resting primarily on the site of the 
deformity. 7 
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Mortality has been declining slowly but steadily although the incidence 
of hospitalization has gone up, indicating some success in reducing the 
mortality if not the frequency of these conditions. Whether the increased 
hospitalization rate reflects only a greater proportion of these conditions 
being brought to treatment, or whether it is also an indication of an increas- 
ing incidence can only be established definitely when more complete statistics 
and the results of studies become available regarding the suspected effects 
of exposure to radiation, drugs and other environmental factors. 

Canada’s mortality rate is similar to that of the United States, England 
and Wales, France, and Sweden. 


HEALTH STATUS OF THE CANADIAN PEOPLE 197 


Because of the deaths occurring generally at an early age, the impact 
of these conditions lies particularly in their share in life years lost due to 
premature mortality. Further successes in keeping children with malforma- 
tions alive and wider application of rehabilitation services and prosthetic 
devices may well increase the demand for a larger share of health services. 
At present, congenital malformations account for the following percent- 
ages of:? 


Per Cent 
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CERTAIN DISEASES OF EARLY INFANCY 


This group comprises only some of the causes responsible for Can- 
ada’s relatively high infant mortality rate. Besides the congenital malforma- 
tion, they are largely confined to those, responsible for the deaths during the 
neo-natal period, i.e., the first four weeks after birth. The most frequent 
of these conditions are asphyxia, birth injuries and immaturity. 

Mortality has been slowly declining while the incidence of hospitaliza- 
tion has risen sharply, indicating growing success in treatment, a trend similar 
to that found for congenital malformations with which this group is not 
unrelated. 

The mortality rate from these diseases (1,555 in 1959)—per 100,000 
live births—is at about the same level as that in the United States (1,600); 
somewhat higher than in England and Wales (1,244), France (1,307), and 
Sweden (1,070). 

These diseases are among the major causes of death also in Canada. 
Because almost the entire expected life span is lost in each case, this group 
of diseases ranks second in terms of premature mortality. It accounted for 
the following percentages of:? 


Per Cent 
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1See Table 5-15. 
2See Table 5-15. 
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While most of the diseases in this group have shown some decline in 
the respective mortality rates, some still remain stubbornly high, especially 
where immaturity is a complicating factor. Immaturity as such accounts for 
almost one-third of the deaths in this group. Post-natal asphyxia and atelec- 
tasis, especially when combined with immaturity, is another major com- 
ponent, followed by birth injuries. Pneumonia deaths among the newborn 
remain on a high level as do the haemolytic diseases of the newborn. A 
notable reduction has taken place in the newborn deaths arising from 
certain diseases of the mother during pregnancy, particularly toxaemia of 
pregnancy. 

The health of the newborn is to a large extent a function of the care 
given to mother and baby, their nutrition, and standards of hygiene prevailing 
in their environment. That there is room for improvement in these respects 
is clearly indicated by the differences among the mortality rates from diseases 
of the newborn in the various provinces which in 1959 ranged from 1,333 
per 100,000 live births in Manitoba to 4,950 in the Northwest Territories— 
or from rates approaching those of European countries with good health 
conditions to those found in countries with the worst. 
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SYMPTOMS, SENILITY AND ILL-DEFINED CONDITIONS 


This group of conditions is largely residual including anything that 
does not belong into one of the other groups or where the diagnosis is not 
sufficiently specific to permit of its classification under any of the foregoing 
headings. In the latter case, the inclusion in this group is due to inadequate 
information in the basic records. Thus, the comparison of data over a period 
of time or between different countries will reflect to a considerable degree 
changes in the quality of “bookkeeping” rather than actual health conditions. 
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International comparisons are affected by differences in recording 
practices that impair the quality of the resulting statistics. Canada’s mor- 
tality rate ascribed to this group is the lowest among the selected countries 
mn 1959): 
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The group’s apparent share in illness and demand for health services 
must be interpreted with care bearing in mind the above qualifications:* 


Per Cent 
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The percentage is lowest in regard to deaths and hospital days, 
the two series which are based on well established record systems. The 
data on illness days, both disabling and non-disabling, are based on lay in- 
formation. The often minor causes of non-disabling illness may be due to 
vague symptoms such as headaches or pains, not diagnosed by a physician, 
and therefore not recognizeable as a specific disease entity under any other 
heading. 


ACCIDENTS, POISONINGS, AND VIOLENCE 


This group deals with injuries inflicted on the body by the extraneous 
circumstances mentioned. In this respect the injuries differ from the health 
problems discussed in the foregoing sections. Unlike the diseases reviewed 
there, the injuries do not stem from malfunctions in the body or mind but 
from situations or occurrences which as such would bear no relation to a 
person’s health. Hence, the causes of accidents, which form the bulk of this 
group, and violence have been considered in the past as lying outside the 
area of medical concern which has been limited to the treatment of the 
resulting injuries. This has changed, however, since injuries as a result of 
accidents have developed into one of our major health problems. It is be- 
coming increasingly recognized and accepted that there is such a thing as 
the epidemiology of accidents; that medical science can contribute to their 
control by studying the physical and mental conditions leading to accidents 
and violence. Nevertheless, the causation of accidents is not primarily a 


1See Table 5-15. 
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medical problem. We sympathize with the difficulties of the medical pro- 
fession in delineating their responsibility in this field. 

A dual classification is available for the study of accidents. They can 
be categorized either by their external cause (e.g., motor vehicle accidents ) 
or by the nature of injury (e.g., fracture of skull). The latter is important 
from the point of view of treatment, but as we are more concerned with 
the social aspects of accidents, the external causes will be reviewed here 
briefly under the following headings: railway accidents, motor vehicle acci- 
dents, other road vehicle accidents, water transport accidents, aircraft acci- 
dents, poisonings, falls and other miscellaneous accidents. 
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1See editorial in the Canadian Medical Association Journal, July 15, 1959, Vol. 81, p. 112: 
% . a great number of demands are made upon our profession nowadays to show 
leadership and take the initiative in reforming society. We are required, for example, to 
deal with the growing army of alcoholics in our midst and to dissuade the young from 
the abuse of tobacco. We are expected to stop executives from killing themselves with 
overwork and overeating, to transform homosexuals into heterosexuals and to change 
sexual offenders, by surgery and psychiatry, into law-abiding citizens. The editor of a 
learned contemporary has recently requested us to assist in the abolition of boxing, and 
some think that we should take the lead in stamping out that other form of slaughter, 
the automobile accident. Now all these problems certainly have a medical angle, but we 
can scarcely be expected to deal with them alone. We have the good of the people at 
heart, but what if they do not want to be done good to! If people want to get fat and 
lazy, or drink themselves to death or hit each other, what are the limits of our responsi- 
bility to them?’ 
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Both mortality and hospitalization show but little change, the former 
increasing and the latter decreasing slightly. The comparison with selected 
other countries shows the Canadian mortality rate as being of the same 
order of size as that in other countries and very close to the rate in the 
United States (54.1 and 52.2 respectively in 1959). 

Accidents rank high as causes of mortality—they are the main cause 
of deaths among the younger age groups—and as causes of non-fatal ill- 
ness. They also take up a substantial part of our health services, accounting 
for the following percentages of: 
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The high toll in terms of life years lost due to premature mortality 
is due to the high rate of fatal accidents among children and young adults. 
Accidents have taken the place of the infectious diseases by killing and in- 
juring people in their prime of life. Of the 11,229 deaths due to accidents 
in 1961, 3,882 (or 34.6 per cent) were due to motor vehicle accidents, 
the remainder to accidental falls, drownings, fires, and other causes. 


SUPPLEMENTARY CLASS 


This group has been added to the classification of diseases and injuries 
in order to account for health care given without relation to a certain specific 
illness or any actually existing condition. Shown under this heading are, for 
instance, the days of newborn care in the hospital, well-baby care by 
physicians as well as X-ray or laboratory examinations without evidence of 
illness, prophylactic injections, vaccinations, and similar procedures. 

This group of services accounts for the following percentages of:? 


Per Cent 
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Most of these services can be considered as preventive. 
To ascertain the full extent of personal preventive care now provided 
a number of other services should also be included. Immunization procedures, 


1 See Table 5-15. 

2See Table 5-15. 

3 Based on leRiche, op. cit., p. 80. Physicians’ services include refractions accounting for 
41 per cent of the cost of services in this group (ibid., p. 54.) 
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for instance, are performed by the public health services as well as private 
physicians; so are well-baby and pre- or post-natal care. leRiche estimates 
that under the Physicians’ Services Incorporated! “between 13.26 and 16.51 
per cent of its disbursements” are allocated to “physiological and preventive” 
services in which he includes also obstetrical services and services for 
symptoms and ill-defined illness. 


THE HANDICAPPED 


In order to study the impact of the various health problems on the 
community, and on the health services in particular, we have found it useful 
to review what is happening during a given year. 

This approach, however, obscures the impact of either good or ill 
health on the individual. In order to see how he is affected by illness, we 
want to know also what happens to the same individual, or the same group 
of individuals, over a period of years, possibly an entire lifetime. Here is an 
example: we may find that a certain disease in a given year accounts for 365 
days of disability. This may represent 365 people, each of whom was disabled 
for only one day, or it may be the experience of one individual incapacitated 
for 365 days. Anyone found to be incapacitated during the whole year is 
most likely also to have been incapacitated before the beginning of that 
year; and his incapacity is likely to continue after the end of the particular 
year chosen for the review. In some cases this condition will continue for the 
patient’s lifetime. 

All these cases—ranging from those with a disability of one day 
to those with permanent disabilities—are reflected in the statistics depicting 
the annual demand for health services. 

Yet, if instead of looking at the current situation only at a particular 
period of time we follow the individual or groups of people over a period of 
time, perhaps their lifetime, we observe different problems. The difference 
between a day-long and life-long illness—to mention the two extremes— 
is not merely a matter of degree. Long-term illness and disability often 
require not necessarily more but different services from those provided in 
cases of short-term illness. Long-term illness, and particularly disability, 
have a much greater social impact on the individual, his family, and the 
community than the sum total of a correspondingly larger number of 
short-term illnesses or temporary disabilities. 

In the previous sections we have reviewed illness based largely on 
the diseases and injuries as its causes. When we think of impairments and 
handicaps, however, we look at the consequences rather than the causes of 
illness. Thus, identical handicaps may be the result of widely different diseases 





‘yOid., Ps 32; 
74563—15 
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or injuries. The absence of a limb, for instance, may have been caused by 
injury, by congenital malformation, or by an amputation in the course 
of the treatment of a disease. At this stage, then, treatment and rehabilitation 
services will be similar for similar handicaps, regardless of the original cause 
of the handicap. In many, though not all, of these cases the possibilities of 
treatment for the underlying disease or injury will have been exhausted, 
and what remains to be done is mainly in the nature of compensating devices, 
medical restoration, and social rehabilitation including training and special 
schooling. | | 

In order to assess the need for these services and to evaluate the 
present supply, one has to introduce a new dimension into the health 
statistics by taking a count of persons with various impairments in which 
the emphasis is on the type and degree of the residual handicap rather than 
its causes. We refer to this as a different dimension because such a count 
cuts across the previously used classification of health problems in terms of 
the causative disease or injury. Nor is the term impairment or handicap 
necessarily synonymous with illness. Disabilities not causing pain or dis- 
comfort, or compensated impairments are often not considered or counted as 
illness. Examples are impairments of sight or hearing—if compensated by 
glasses or hearing aids—or the loss of a limb—if compensated by prosthetic 
devices. 

An attempt to estimate present and future needs for rehabilitation 
services, appliances, special schooling and employment facilities, and institu-. 
tional services is circumscribed by the availability of limited data for Canada. 
They suffice, however, to suggest the order of magnitude of the problem and 
to point to some of the major requirements. The important criteria in 
evaluating health and social needs in respect to impairments are: (1) the 
nature or type of impairment, (2) its degree, and (3) its duration. 

The Canadian Sickness Survey 1950-51 produced some data on the 
prevalence of permanent physical disabilities in Canada. The rates and their 
application to Canada’s 1961 population are shown in Table 5-13. We have 
in Canada somewhere around one and one-quarter million people with 
permanent physical handicaps. Of these, about 56 per cent are of minor or 
moderate nature, 44 per cent are classified as severe or total.t Those severely 


1 The severity groups of the chronic disabilities, deformities and amputations enumerated 
in the original survey are defined as follows: Minor—not interfering to any practical extent in 
the day-to-day functioning on the job or at home; Moderate—appearing to have only a 
localized effect on conduct in daily employment or at home but not seriously affecting a person’s 
general way of life; Severe—interfering considerably with work or normal home responsibilities 
(persons in this group were not totally bedridden but generally had to take life easily, take 
much extra rest, or be confined to bed during acute phases of disability); Total—largely 
necessitating confinement to bed, a wheelchair or a sitting position (in addition, assistance was 
usually required in carrying out the simple functions of everyday living). Department of 
National Health and Welfare and Dominion Bureau of Statistics, [/Iness and Health Care in 
Canada, Canadian Sickness Survey, 1950-51, Ottawa: Queen’s Printer, 1960, p. 25. 
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or totally handicapped as a result of chronic disability, deformity, or ampu- 
tation number over half a million. From the nature of the original survey it 
appears that this is a conservative estimate because of the reluctance to report 
certain disabilities to an interviewer and also because long-term patients in 
institutions may not have been included in the household information.': 


TABLE 5-13 PERMANENT PHYSICAL DISABILITIES, ESTIMATED NUMBER 
AND RATE PER 1,000 POPULATION BY AGE GROUP, BY SEVERITY, 
CANADA, 1961* 

















; Minor and Moderate Severe and Total 
All Severity Groups Disabilities Disabilities 
Age Group 

Number Rate Number Rate Number Rate 

ll ages.......... 1,295 ,000 71 730,000 40 565,000 31 

Under 15.... 111,000 18 ay ihe ee ee 

15-24.......... aoe ake 42,000 16 a8 “i 

. a 297 ,000 61 190,000 39 107,000 2D 

45-64.......... 415,000 131 238 , 000 TS 177,000 56 

65 and over 355,000 255 142,000 102 213,000 153 








* Based on Department of National Health and Welfare and the Dominion Bureau of 
Statistics, I/Iness and Health Care in Canada, Canadian Sickness Survey, 1950-51, Ottawa: 
Queen’s Printer, 1960, and Dominion Bureau of Statistics, Census 1961, Ottawa: Queen’s 
Printer, 1963. 

Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


NoTE: . . . . means survey sample insufficient for estimates. 


The primary causes of all these disabilities, whether minor or severe, 
were shown as being distributed as follows:? 


Estimated Number 
Per Cent of Cases in 1961 


PNP Ce WISES ter tee ea te ar Ma Oh NA TCAD yl See 100.0 1,290,000 
Hlearti-disease: sche coche tec ls 13.1 169,000 
Impairments due to accidents ........000000000... 12.6 162,000 
Arthritis and rheumatism .....................0c.. 11.9 154,000 
PDC APMESS et thee eat cleo) Pears 7.6 98,000 
Blindness and near blindness .................... 6.9 89,000 
Chronic diseases of nervous system ............ 5.9 76,000 
(OTe CANSC Sipe eso ios belt ete ae eA 5 ae iit 42.0 542,000 





The rate of impairments found in the United States National Health Survey is about 
twice as high (141.4) as the Canadian rate (71) but the concept used there is somewhat 
broader and the rate also includes mental disorders. United States Department of Health, 
Education, and Welfare, Health Statistics—Impairments by type, sex, and age, United States, 
July 1957-June 1958, Washington, D.C., United States Government Printing Office, 1959, p. 8. 

* Based on Department of National Health and Welfare, Dominion Bureau of Statistics, 
fap. cit., p. 114. 
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Of the 565,000 severe or total disabilities, the survey tells us only 
that 19.1 per cent (or slightly over 100,000 in 1961) were due to heart 
disease, and 11.8 per cent (or some 60,000 in 1961) to arthritis and 
rheumatism. 

Since the data quoted above are limited to physical disabilities, it is 
necessary to turn to other sources to determine the extent of long-term 
disability due to psychiatric disorders. No survey has as yet been under- 
taken to obtain this information for the population of Canada as a whole. 
Among psychiatric patients in institutions on a given day," some 33,000 
had been in the institution for more than 3 years,? and another 10,000 for 
over one year on the Census day. On the same day, there were nearly 20,000? 
mentally deficient patients in institutions. This total of some 50,000 to 60,000 
does not include the considerable number of the chronic mentally disabled 
outside the institutions.* 

Statistics available from other sources contribute little to our knowl- 
edge of the total numbers of persons with certain disabilities, but they shed 
some light on the relative frequencies of various types of handicaps. Com- 
parability is impaired though by the selectiveness of the programmes from 
which the data come and by the use of different concepts and to some degree 
also classifications. 

Regarding the totally and permanently handicapped, some informa- 
tion is available from the medical statistics of applicants for Allowances for 
Disabled Persons in Canada.® These statistics relate to those persons enter- 
ing the programme, and not necessarily all those receiving the allowances 
at a given point of time. They represent, therefore, not a cross-section of 
the group of people in receipt of allowances. Their characteristics will vary 
from those of the new applicants because of varying survival rates, chang- 
ing conditions, and perhaps also changing diagnostic classification and ad- 
ministrative practices. We are dealing here with a highly selected group 
of people; they are generally in the age group 18 to 64, thus omitting children 
and the vulnerable group of the aged; they are people who have passed the 
means test in order to qualify for the allowance; they exclude most of those 
staying in hospitals, homes for the aged and other custodial institutions.® 


1 December 31, 1960, is the latest date for which figures are available. 

2 Based on Dominion Bureau of Statistics, Mental Health Statistics, Supplement: Patients 
in Institutions, Ottawa: Queen’s Printer, 1960, p. 43. 

8 19,590, ibid. 

4See p. 182. 
5 Department of National Health and Welfare, Allowances for the Permanently and 
Totally Disabled—Medical Statistics—April 1, 1957 to March 31, 1960, Ottawa: The Depart- 
ment, 1961. 

6 Those who are pay resid:-nts in full or in part are entitled to receive the allowances. 
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Table 5-14 shows the percentage distribution of the causes of 
disability among those granted the allowances during the three fiscal years 
ending March 31, 1958 to 1960. 


TABLE 5-14 PERCENTAGE DISTRIBUTION BY CAUSE OF DISABILITY OF 
PERSONS GRANTED ALLOWANCES FOR DISABLED PERSONS IN CANADA 


Fiscal Years Ending March 31, 1958-1960* 











Cause Group 1958 1959 1960 
1 Mnfective and Parasitic: Diseases... scsveccssessessuoroies 6.0 5.0 i 
PING AS NS cuca la ecw sebesnns hinds eatGcanbeomocenoas 3.3 4.0 5.0 

Ill. Allergic, Endocrine System, Metabolic and 
INWETItION At DISEASES cs ae acseoniyee ea eolesieders 6.7 503 ce 

IV. Diseases of the Blood and Blood-forming 
O02) CSRS TE RAM aed ieee alee Be” ARE Rr Oe 0.4 0.4 0.3 

V. Mental, Psychoneurotic and Personality Dis- 
OS (io ie ee ea BT a Re eee lee penne 23:25 21S 33.2 

VI. Diseases of the Nervous System and Sense 
Oasis i Roh Peart ida uel 17.4 20.0 20.9 
VII. Diseases of the Circulatory System..................0. 21.0 20.0 17.3 
VIII. Diseases of the Respiratory System.................... 26D 2.4 oe | 
TX. Diseases of the Digestive System....5....:.....50.00000.. ee) 1.1 0.8 
X. Diseases of the Genito-Urinary System................ 0.9 0.8 0.7 
XII. Diseases of the Skin and Cellular Tissue............. 0.3 0.4 0.2 

XIII. Diseases of the Bones and Organs of Move- 
{GSE AA Cte I nee ne Rg C28, RRS NO 10.7 9.3 8.3 
ATV. Congenital Malformations.........0006.. ccc liseucekocd 1.2 1.1 1.4 
XVI. Symptoms, Senility, and Ill-defined Conditions... 2.6 0.8 0.4 
XVII. Accidents, Poisoning, and Violence.................... 2.0 1.9 DiePe 
PRONE Ne AS 5 Het Sk Citra ARE Ate, Met cnd dill dd eens ahg 100.0 100.0 100.0 


* Based on Department of National Health and Welfare, Research and Statistics Divi- 
sion, Allowances for the Permanently and Totally Disabled, Medical Statistics, April 1, 1957 
to March 31, 1960, pp. 22-27. 


~ Generally excludes the blind who are covered by the Allowances for Blind Persons. 


These figures do not reflect the actual prevalence of the various causes 
but only their relative ranking within this particular population group. Nor 
do small changes over a period of two or three years necessarily indicate 
definite trends. For certain causes, however, the trend has been one of 
consistent change either upwards or downwards. 

Accounting for an increasing proportion are: Neoplasms; Mental, 
Psychoneurotic and Personality Disorders; Diseases of the Nervous System 
and Sense Organs. Mental and related disorders were the leading cause 
group in all three years, followed in the last year by the increasing propor- 
tion of diseases of the nervous system and sense organs, and a decreasing 
proportion of diseases of the circulatory system. 


1This group does not include blindness, except for a few isolated cases. 
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During the same three years the following numbers of blind persons 
were granted allowances for blind persons:1 











Year Persons 
LOST DS eee eae eee ya & eevee ert een eee 834 
LOS S209 EPS Fake hee ihe FOR Oe ee ee ee eeeee 1,037 
1959°00 eettccs tee eee oe ee ee ee ar a ey 774 


If added to the aforementioned figures for all other disabilities for 
which allowances were granted, the blind would account for about 10 per 
cent in the year 1959-60. 

The great importance of psychiatric disorders and the diseases of 
the nervous and sense organs (including blindness) is borne out also by 
statistics of registered disabilities of adults in British Columbia.? The same 
source indicates the following as the main causes of disabilities among the 
registered live cases under the age of 21: 








Cause Per Cent of Total 


Mentaliretardation a2) 2 ee ee eee 
Stha DISMUS G46 5.2.25 as ce Bre ee a ee 
GongenitalBheart, disease es ae ee ee 
Gerebral spalsy = see oe ee ee eee 
Impaired shearing and deatness ese 
INOf-organicaspecch (defects mae eee 
Clubfoot 25x ae nak ho A ee eta eae eines 


Ny 
Lh KRNANA DW OO CO 


A study of the types of congenital malformations found among new- 
born children in British Columbia? disclosed among the most frequent 
are cleft palate and harelip, malformations of the circulatory system, 
clubfoot, spina bifida and meningocele. All these handicaps require, to a 
varying degree, medical and institutional care, often including a wide range 
of rehabilitation services. They also represent the demand for compensating 
devices such as prosthetic appliances of an ever increasing variety and 
complexity.* 

Inadequate eyesight conditions which can be compensated by the 
use of spectacles are usually not counted a disease or handicapping condition, 
yet they are no doubt health defects whose rectification falls under the 


1 Department of National Health and Welfare, Report on the Administration of Allow- 
ances for Blind Persons in Canada, Fiscal Year Ended March 31, 1962, Ottawa: Queen’s 
Printer, 1962, p. 5. 

2 This fact stands out though the two series of statistics are not comparable, see Depart- 
ment of Health Services and Hospital Insurance, British Columbia, Registry for Handicapped 
Children and Adults, Annual Report 1962. 

3 Doughty, J. H., Case Finding of Congenital Malformations, in the above quoted report, 
pp. 37-50. 

See Chapter 2, Recommendations 113-115. 
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provision of health services.‘ We have prepared some approximate estimates 
of the extent of the problems faced in this field based on the frequency of 
these disorders. 

In 1961 the number of blind persons registered with the Canadian 
National Institute for the Blind was 24,117.2 The Canadian Sickness Survey 
indicates that all permanent impairments of the eye—minor as well as total— 
amount to about four times this figure.* 

Regarding refractive errors only, the Canadian Association of Optome- 
trists estimates* that among the general population 41 per cent do not require 
vision care, 30 per cent are receiving adequate care, 14 per cent have 
uncorrected problems, 10 per cent are wearing obsolete or improper correc- 
tions, and 5 per cent are uncorrectable. Thus, about 54 per cent of the popu- 
lation require vision aid. This over-all percentage varies from about 20 per 
-cent among school age children to about 90 per cent at age 70.° These 
figures approach fairly closely the results of a survey in England according 
to which there are about 44 per cent of the general population there wearing 
_gilasses.® 

According to the same source, about 88 per cent of the 13.2 per 
cent of the population having eye examinations, require glasses. This would 
put the number of people needing new glasses or replacements at about 12 
per cent of the population annually. The Canadian Sickness Survey’ reported 
only 4 examinations for glasses in every 100 of the population. The Canadian 
Association of Optometrists estimate that people on the average have their 
eyes examined every three to four years.® 


DENTAL HEALTH PROBLEMS 


The disorders referred to under this heading are those usually treated 
by dentists. This sets them apart from other diseases in a way roughly 
analogous to the separation between the dentist and the medical practitioner. 
But it is not only the type of service and the training of the practitioner which 
accounts for the separation (not unlike the traditional separation of mental 
disease and services from other health problems and services). There also 
seems to be an attitude towards dental care as something more elective than 
general health care partly due perhaps to a lack of awareness of its nature, 


1See Chapter 2, Recommendations 83-94, 

2 Canadian National Institute for the Blind, Annual Report 1961. 

3’ See page 205 above. 

4Canadian Association of Optometrists, brief submitted to the Royal Commission on 
Health Services, May 1962, Toronto, pp. 25-27. 

5 Ibid., Exhibit No. 19. 

6 Gray, P. G., “Who Wears Spectacles ” in The Lancet, Sept. 22, 1951, p. 537. 

7Department of National Health and Welfare and Dominion Bureau of Statistics, 
Illness and Health Care in Canada, Canadian Sickness Survey, 1950-51, Ottawa: Queen’s 
Printer, 1960, p. 192. 

8 Canadian Association of Optometrists, op. cit., p. 26. 
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the limited access to care facilities, and their cost. While everyone knows 
what a bad toothache means, it can often be stopped by the extraction of 
the tooth or teeth. Once the source of the pain has been removed, the 
immediate need for treatment subsides, any resulting complications are slow 
in developing, and the inconvenience of the loss of a tooth or even several 
teeth is often suffered because of the lack of access to or desire for further 
treatment. 

Statistical information on the prevalence of dental disorders among 
the general population is limited but available evidence is convincing that 
dental disease is one of the most frequent health defects found in the com- 
munity.! Most surveys are limited to children in certain areas. Estimates based 
on such surveys indicate the extent of the problem: 


“By the age of 13, according to the National Dental Health Survey, 
98 per cent of Canadian children have one or more teeth decayed and 
40 per cent of them have lost one or more permanent teeth. Only 13 
per cent of the children between seven and 13 years of age have no 
untreated dental defects; each child has an average backlog of three teeth 
needing restoration. 

“Sixteen per cent of all children and almost 80 per cent of ail 
adults have gingival infections. Between 50 and 70 per cent of the people 


have malocclusion”’.? 


Of Canadian children between the age of 7 and 13, only 13.2 per 
cent have no dental defects, and 21.5 per cent no caries defects.? The 
existing backlog of untreated caries is, on the average, 3.4 teeth per child up © 
to age 14 and 2.9 teeth per adult.t The following are figures resulting from 
dental surveys in British Columbia® showing the mean number of carious 
permanent teeth per child. 


Mean Number of 


Age Carious Permanent 
Teeth per Child 

Ses BP ered eto bias Pi ah ae eh Pe cn ae A ec 0.1 
FD aN eA aan te Se le Aree Fe nl BIS, ale BL Pp hae ere pe he iE 
iS LAe Nes et Onin tack gts, ROS eR et eae at tote e AL 2.0 
BU kar eee oh hp Peres, Be ie ae tan ke Sere ian Tee 2.8 
jie PER eee a ee Re ee ee TR CR Em ee 4,3 
UD Urea a2 th we ec Ce MONE ee, ne ce 4.8 
A QESI = 1 COM DINE Bi acterin tte Vat cate. vie neh ee iota ate cate 2.9 


1“The unnecessary tragedy of dental diseases is one of Canada’s gravest health problems’, 
The Canadian Dental Association, brief submitted to the Royal Commission on Health Services, 
Ottawa, 1962, p. 9. 

2 Canadian Dental Association, ibid., p. 11. 

3 Tbid., p. I-5. 

4 Tbid., p. II-3. 

5 Department of Health Services and Hospital Insurance, British Columbia Health Branch, 
Division of Vital Statistics, Special Report No. 52, British Columbia Dental Health Surveys, 
1958-1960, Part III, pp. 18, 19. 
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Despite this great need for dental services, the effective demand is 
very low.t The Canadian Sickness Survey shows that in 1950-51 only about 
one in seven Canadians visited a dentist during a year. The Canadian 
Dental Association estimates that about one-third of all Canadians receive 
some dental care in a year.” 

There were considerable differences among income groups in the 
frequency of dental visits. 


Visits 


Income Group 
; Per 1,000 Persons 
Fie NS | Reporting Dental Visits 


BO PRCORNC 5. ooo ses cteseclleneeaaedients dae Kosnoenenvnes 163 1,729 
2) CGN T CT 606.15 1 a a 302 2,076 

. PATON: TACOME LOWER) oc o.c ecto csevesnasvswangpsencaives 416 2,195 
PTI ANCOME (UID PEL). oo. 2cc.csZcciecevocesarvensscavsnanse 542 2,520 
PAPE CpROUPS: ee | ceca Donne deietaeyutios tanh 323 2,192 


This discrepancy was particularly marked in the case of children 
under 15. Four times as many children in the high (upper) income group 
as in the low income group received dental care.* 


THE RELATIVE MAGNITUDE OF THE PROBLEMS 


Table 5-15 is presented as a model rather than a source of complete 
information. The basic data were obtained from sources varying greatly in 
their scope as well as the period covered, leaving some gaps to be filled by 
rough approximations. Nevertheless, the figures permit us to view disease 
groups in a broad perspective. The table shows for each of the major 
diagnostic classes selected, its percentage of mortality and duration of illness 
from all causes, as well as of the total volume of the selected health services 
for which data could be obtained. 


1See Chapter 2, Recommendations 39-57. 

2 Canadian Dental Association, op. cit., p. IV-2. 

’ Department of National Health and Welfare and Dominion Bureau of Statistics, 
Illness and Health Care in Canada, Canadian Sickness Survey, 1950-51, Ottawa: Queen’s 
Printer, 1960, p. 187. 
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Figure 5-3 shows the same data rearranged to indicate under each 
heading (mortality, illness, health services) the main causes of each. Thus we 
find again the circulatory diseases prominent in regard to mortality, but 
also among the main causes of illness and the selected types of health 
services shown. The respiratory diseases are the main cause of disabling 
and non-disabling illness, and they require the largest share of any disease 
group of physicians’ services and prescriptions. The largest proportion of 
hospital care goes to mental illness whose share in illness is again grossly 
understated. 

The next step is an attempt to show for each diagnostic group its 
share in the total cost of personal health services. This was done by divid- 
ing the total estimated cost for each type of service according to the per- 
centages shown in the foregoing table. Table 5-16 has the further limitation 
in addition to those applying to Table 5-15, in that it omits the cost of 
public health services applicable to certain infectious diseases and other 
conditions. Further it does not include a number of health services such as 
those of the optometrist, and it assumes that the cost in all cases is propor- 
tional to the volume of the services provided. We know, however, that the 
per diem cost in mental, tuberculosis, and other chronic hospitals is less than 
that for acute treatment beds, and also that the number of procedures per- 
formed by physicians and certain types of prescriptions is not proportional 
to their cost. Eventually it should be possible to refine this table. 

Table 5-16 shows for each of the diagnostic groups the roughly 
estimated cost of hospital services, physicians’ services and prescriptions, 
as well as the total for these three items. These totals are ranked from the 
highest to the lowest in Table 5-17. It shows mental illness as accounting 
for most of the cost,? followed by the respiratory diseases, dental services 
and circulatory diseases; maternity ranks fourth and it should be noted that 
newborn care in the hospital is shown in the supplementary class. 

The high expenditure for dental services—even though these services 
are inadequate at the present utilization rate—is noteworthy. These services 
relate to conditions with no mortality, illness, hospital or nursing care to 
speak of. 

The share of the cost of health services does not, of course, reflect 
the over-all medical and social importance of a disease or group of diseases. 
In determining the over-all importance or impact of a disease one must also 
take into account other effects of illness such as mortality and impaired 
health. Also a picture for the nation as a whole obscures the problems 
created for individuals by comparatively rare diseases or impairments such 


1 Number of prescriptions, outside hospital. 
2 Somewhat overstated as indicated above. 
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TABLE 5-16 ESTIMATED EXPENDITURES ON SELECTED ITEMS 
OF PERSONAL HEALTH CARE, BY MAIN DIAGNOSTIC CLASSES, 
CANADA, 1961* 































: : Hospital | Physicians’ Pres- 
Diagnostic Class Services | Services | criptions Total 
$ 
000,000 
I. All Infective and Parasitic Diseases.... 5625 207 .6 77.6 
"LuberCulOsiss. sur css. etter cates 47.1 bei — 48.2 
TIM ALENCOplasins: 2. renee 42.5 Doe. ms) 65.0 
MalienantsNeoplasiisz.) en. 33.3 OS = apeal 
IlI. Allergic, Endocrine System, Meta- 
bolic, and Nutritional Diseases........ 16.6 Tied das 328 
IV. Diseases of the Blood and Blood- 
(OrMmins Organs ee Died a) aia 9.4 
V. Mental, Psychoneurotic, and Per- 
SOnlality sDISOrders ohn eee ee 359.4 6.5 4.1 370.0 
VI. Diseases of the Nervous System and 
Sense: Oreanss a ee ee 46.2 14.9 aye) 67.0 
VII. Diseases of the Circulatory System.... TETAY 19.9 18.0 110.9 
VIII. Diseases of the Respiratory System... 45.3 he) L3e5 121.7 
IX. Diseases of the Digestive System........ 2 36.8 9.1 98.6 
X. Diseases of the Genito-Urinary System 3223 Sih) 4.9 Osa 
XI. Maternity and Complications.............. 52. O 43.3 329 99.3 
XII. Diseases of the Skin and Cellular 
ET ASSIST Re ee eee ee ck ante 8.3 31.8 4.7 44.8 
XIII. Diseases of the Bones and Organs of 
Movement een ee tee ee eee 26.8 ESS Sent 59.5 
XIV. Congenital Malformation..................... (AES (heal — 7.6 
XV. Certain Diseases of Early Infancy...... 2E8 D0 aw 8.0 
XVI. Symptoms, Senility, and Ill-defined 
Conditions Pee et ere eae? Sas D5e0 6.0 39.6 
XVII. Accidents, Poisoning, and Violence.... 43.4 Pants | 530) 74.1 
XVII eStipplementarysC lass cc ees 48.0 — 13.9 61.9. 
SubD=COtal vee so seca eer neces 923.8 38322 11] 1,418.1 
Wentaliervicesa we... ee eee eee — — — 118.8 
Substotd pete ee — —_ — 1,536°4 
All Other Personal 
HealthiServiceses nae xe cere ome — — 115.4 
FFOTAD Gee ct te mre eee — _— —_ 1,651.8 





* Source for Sub-totals, Dental Services, All Other Personal Health Services, and Total: 
Department of National Health and Welfare, Expenditures on Personal Health Care in Canada 
1953-1961, Health Care Series, Memorandum No. 16, Ottawa, 1963. 


Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


as, for instance, the heavy burden imposed by cases of cystic fibrosis, cer- 
tain crippling impairments, or similar conditions. The group of congenital 
malformations is an example of conditions accounting for a small, though 
growing, proportion of health services. Nevertheless, Canada faces the re- 
quirements of an unprecedented expansion in the field of prosthetic devices, 
a long-standing need of children and adults with impairments which has 
been brought into focus by the deformities resulting from the use of 
thalidomide. 
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TABLE 5-17 THE RANKING OF BROAD DIAGNOSTIC GROUPS IN TERMS OF 
THE ESTIMATED COST OF SELECTED PERSONAL HEALTH SERVICES* 


(About 1961) 




















Estimated | Per Cent 











Rank | Class Dj cG Expendi- | of Total 
No. | No. IEpOstiC CarOuD ture Expendi- 

$ millions ture 
1 V| Mental, Psychoneurotic, and Personality Disorders....| 370.0 24.1 
2 VIII; Diseases of the Respiratory System............ are tae 1217 Vs) 
3 SMC HUAI CIAO OSE Meter RE Oe cule eden cere etal ee lecaani 118.8 ia 
4 Vil| Diseases of the Circulatory Systemn..............:000.00..0.0..00- 110.9 ie 
2) XI} Maternity and Complications (excl. newborn care).... 99.8 6.5 
6 [X| Diseases of the Digestive System..........0......0.0:c0cccee 98.6 6.4 
7 I\ All Infective-and Parasitic Diseases.............0000000..60000. 717.6 5.0 
8 XVII) Accidents, Poisoning, amd Violence........0.....5.c0ccs0..00000. 74.1 4.8 
9 X| Diseases of the Genito-Urinary System........................ 70.5 4.6 
10 VI| Diseases of the Nervous System and Sense Organs........ 67.0 4.3 
A PE WPAMIING Op AS Ms: 5 Fe so oe ek 65.0 4.2 
2 | NViIEl| Supplementary Class fois t.ccc...cceoene tems mncetenew. domes 61.9 4.0 
13 XIII} Diseases of the Bones and Organs of Movement........ S9E5 3.9 

14 ==|"Malisnant INGOpIaSMis: 0.2.6. Aisin oorececoseoncspetevsnnenoinerteones Doe i 3201 

iis === pel MUlpenC TH OSIS. as 7) BIRO) ee Bek As alc see tesa aah lteuuaei bens 48 .2¢ 3a08 
16 XII} Diseases of the Skin and Cellular Tissue...................... 44.8 2S 
17 XVI| Symptoms, Senility, and Ill-defined Conditions.......... 39.6 2.8 

18 III} Allergic, Endocrine System, Metabolic, and Nutri- 

POMAINWISCASCS 4 Ue 5. 0 ot hes Wire, ie Rio he 3261 Pae| 
19 IV| Diseases of the Blood and Blood-forming Organs...... 9.4 0.6 
20 XV) Certain Diseases of Early Infancy. .2027700 ...0..0c0cc.s.s.-.000 8.0 0.5 
21 DIN | “Congenital Malformations. 275. ....5.05 bei: dacsdccscoeosterdovo tee 136 0.5 
MOWAT Eee eh ih cea oa ee in an: 1,536.9 100.0 


* Includes: hospital services, physicians’ services, prescriptions. 
t+ Also included in item 11—All Neoplasms. 
t Also included in item 7—AIl Infective and Parasitic Diseases. 


Source: Kohn, R., The Health Status of the Canadian People, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


IMPACT OF ILLNESS AT VARIOUS AGES 


We turn now to a brief examination of the extent of ill-health by age 
groups on the basis of the number or rate of deaths, the life years lost due to 
premature mortality, disabling and non-disabling illness. We distinguish: 


The “under 15” are the children with the hazards peculiar to child- 
hood and receiving paediatric services from physicians and hospitals. 
The group “15-24” comprises the teenagers and young adolescents. 
The group “25-44” includes the child-bearing ages for the females. 
(Some of whom are also included in the previous group.) 
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The group “45-64” plus the two previous groups completes the work- 
ing ages and in itself represents an age group significant for the onset 


of chronic disease. 


The “65 and over” is generally the age of retirement. 


Deaths 


In 1960, the deaths were distributed as follows: 





Age 








Deaths 
Number Per Cent 
Breen fe 1/5102 1262 
ce 2,498 ies 
GN; Seba 8,224 5.9 
tee: oe 29 , 867 21.4 
ota eta: 81,987 Sati 
ce oa Sa 139,678 100.0 


The absolute numbers of deaths and their distribution indicate the 
actual volume of death and related illness with a corresponding need for 
health services. If, on the other hand, we are to compare the relative impact 
of ill-health at various ages, we will have to relate deaths to number of 
people in each age group which is done by using the age specific rate.* 











Age 


1 Based on Dominion Bureau 
Printer, 1962, pp. 166-167. 
2 Ibid. 





of Statistics, 


Death Rate per 1,000 
Population (1960) 
in Age Group 


Per Cent 


OOoR RK WN 
RAI ANC 


on) 


| 


~] 
oo 


Vital Statistics 1960, Ottawa: Queen’s 
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Premature Mortality 


The life years lost due to deaths before completing the expected life 
span are distributed as follows.* 

















Age Life Years Lost 

Number in 

Thousands Per Cent 
Under 15240 ee nr te 1,163.5 40.6 
Ae ay Foe Minty utah es eWente ai 130.4 4.5 
Eee SR EIR eee MYR Oe SSS 310.3 10.8 
BEGAN aoe none cactus oe 617.2 21.4 
(Se I Ee Nee ae re eens en 652.8 221 

100.0 

PURGES». 10 ear aetna 2,874.2 





Disabling and Non-disabling Illness 


The following tabulation is based on the Canadian Sickness Survey, 
1950-51. 











Days of 
Age Disabling Non-disabling 
Illness Illness 
Per Cent Per Cent 

1 1 Fy eet li en er 26.0 19.1 
(ESO ce a aN sie OMe oe IY RELI PP 10.2 8.9 
DE DIED SLO 222 32.2 
AGA ee Rl thn et ee cin arn Sacer 23.0 25.0 
Conse i ne 18.6 14.8 
PRU PAGES rhsed esi e 100.0 100.0 








These figures indicate how much of the total illness load in Canada 
is accounted for by the various age groups, whereby it must be borne in 
mind that the middle age groups include the maternity periods. The high 
percentage due to illness among children is noteworthy. 


1 Data supplied by the Vital Statistics Section, Dominion Bureau of Statistics. 
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The following tabulation compares the burden of illness among people 
within these age groups, by showing the average number of illness days per 
person, again including maternity periods.* 








Average Number of 
Days of Illness 
Age per Person per Year 


Disabling Non-disabling 


Unideral S teeeisc te ee ae 10 26 
LS 224 2 ee eee 8 24 
Poe eo AG is SPE acer No RAN Bee 9 45a 
Ps Ra el GY! BU plo rei oe Ay Sn ae oh a ee 16 56 
652 ee ee eo ee ees 29 76 
ALITA GES see ear eee eee 12 40 








People 65 and over are prevented from following their usual activities 
for over four weeks on the average and are suffering from some non-disabling 
ailment for about 11 weeks a year. 

The following chart, Figure 5-4, summarizes these findings. It indi- 
cates the expected high share of the old age group in the number of deaths, 
but it also shows the large proportion of mortality, loss of life, and illness 
accounted for by those in the childhood ages. 

In the middle age groups, 15-44, “illness” includes the periods around 
childbirth. Allowing for this and particularly also with respect to the two 
measures of mortality it is obvious that the age group “45-64” sets the 
stage for many of the health problems of the subsequent age groups. This 
emphasizes the importance of the “45-64” group for the care of chronic 
diseases especially in terms of preventive measures, which remains as one 
of our foremost health problems. 


HEALTH PROBLEMS IN THE NORTH 


Data for Canada as a whole are aggregates of varying components. 
The purpose of aggregates and averages is to abstract from individual and 
local differences, thus obscuring variations which exist. In order to evaluate 
the national figures more effectively, however, regional differences should 


1Based on Department of National Health and Welfare, and Dominion Bureau of 
Statistics, I//ness and Health Care in Canada, Ottawa: Queen’s Printer, 1960, p. 115. 


HEALTH STATUS OF THE CANADIAN PEOPLE 


ep) 
Ww 
LJ 
=a 
=) 
ad 
= 
OQ 
= 
<I 
Lj 
ue 
=) 
Le 
© 
(op) 
ep) 
© 
= 
ud 
= a 
EE 
2 
(ep) 
(a 
— 
O 
c& 
© 
uJ 
© 
<a 
=) 
uj 
Ke 
O 
Lid 
= 
Li} 
ep) 
Le 
Oo 
uJ 
8 af 
<t 
a 
WY 
uJ 
— 
kK 





222 THE PEOPLE, THEIR HEALTH STATUS 


be taken into account where appropriate. For instance, if Canada’s infant 
mortality rate is comparatively high, we may observe that the high national 
figure is the result of the higher than average experiences in certain regions 
and it is there that the problem will be found. 

Epidemic outbreaks of communicable diseases, for example, are often 
limited to certain areas. Certain types of cancer or tooth defects can perhaps 
be linked to certain local conditions. The age-composition of an area will 
determine the extent of diseases peculiar to certain age groups such as 
chronic disease among an older population. The most pronounced and most 
serious regional differences are those resulting from conditions associated 
with standards of living, sanitation, and health services in general. 

Certain regional differences have already been pointed out when 
discussing such problems as infant mortality. When speaking of regional 
differences within Canada, we usually refer to provinces or groups of prov- 
inces and territories because that is the way the services are organized and 
statistics compiled. Health problems, however, do not stop at provincial 
borders and what is said, for instance, for the Northwest Territories wiil, to 
a large extent, apply also to the northern parts of the provinces with 
sparsely populated areas, and people living in less well organized communities 
than those farther to the south. 

The most outstanding regional health problem in Canada is that 
of her northern regions. There is a wide gap between health standards of 
this area and those of the rest of the country, and there are peculiar prob- 
lems besetting the provision of health services. The number of people 
involved is comparatively small: 24,000 in the Northwest Territories in 
1962 and 15,000 in the Yukon. 

Their health problems can be briefly summarized in the words of the 
Commissioner of the Northwest Territories: 


“The Eskimo birth rate of 59 per thousand population continued to 
be one of the highest in the world. The Indian rate was 46 and the white 
status rate 38. The all Canada rate is 26.9. At the same time, the Eskimo 
death rate continued to be high at 21 per thousand population—nearly 
three times the national rate. The Indian rate was 9 per thousand. Fifty- 
five per cent of the Eskimo deaths were those of infants under the age of 
one year and 62 per cent of the deaths were those of children under 15 
years. The Eskimo infant mortality rate was 193 per thousand live births 
compared with the Indian rate of 77 and the white status rate of 21. The 
national rate in 1960 was 27. 

“Tuberculosis case-finding surveys were carried out throughout the 
Territories. The percentage of the population turning out for surveys in 
some locations, particularly the white status population, was somewhat 
discouraging but everything possible is being done to bring about an 
increase. There were 9 deaths from tuberculosis in 1961, three more than 
in 1960. Of the nine, six were Eskimo and three were Indians. 
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“Venereal disease continued to be a matter of concern. The 
gonorrhoea rate was six times the national rate and continued to rise. 
Although the incidence of syphilis was many times the national rate in 
1959 and 1960 there was only one reported case in 1961. 

“The chief cause of death continued to be pneumonia. There is a 
very strong connection between this disease and the factors of low resist- 
ance to infection, climate and a low standard of living—particularly poor 
housing standards” .1 


The following tabulation illustrates some of the differences in the health 
status of the people in the Yukon and the Northwest Territories as compared 
with Canada as a whole in 1961:? 





Yukon N.W.T. Canada 


UOTEES GTi 2S sae tt ae ete ee eae aR re NOR 38.1 48.6 26.1 
Percentage of births in hospital .................... 92.8 ai 96.9 
Cride fertility: Tate oe ci cktevlin ivi edon tans 186.7 290.0 152.9 
Illegitimate births as per-cent of all live births 16.8 12.6 4.5 
Standardized death fate 2.0.05 26s. h lok. 8.5 14.6 7.6 
Percentage of deaths occurring in hospital 43.6 26.0 63.0 
Average age at death: 

VEG SER e Tree oh Pete NL Ret i. ty 44.8 26.0 5957 

Pemales pies. lei ateiea atid 32.4 245 63.1% 
Pnfant -mmo@rtanty ate cds Bie ee tance 41 111 pg 
Death rate from infectious diseases ............ 6.8 87.0 8.7 
Death rate from respiratory tuberculosis .... 6.8 39.1 3.1 


In a large part of the Northwest Territories “970,000 square miles of 
tundra” the population density is about one person per 125 square miles. 
“Getting medical and public health service to them is a challenge to modern 
logistics and to medical and nursing ingenuity, and the greatest test in Canada 
of the pioneering spirit, of professional devotion and personal courage.’ 
But while the problem of providing health services is common to all segments 
of the population, the Indians and Eskimos have health problems beyond 
those experienced by the people coming there from the south, often for 
limited periods only. 


1 Annual Report of the Commissioner of the Northwest Territories 1961-62, Northwest 
Territories, Sessional Paper No. 3, 1962 (Second Session), pp. 8 and 9. 

2Dominion Bureau of Statistics, Vital Statistics 1961, Ottawa: Queen’s Printer, 1963, 
passim. 
3 Note the lower age at death of women than of men in the Yukon and the Northwest 
Territories. 

4Northern Health Service, Health Services for Small Population Groups in Outlying 
Areas of Northern Canada, brief submitted to the Royal Commission on Health Services, April 
1963, p. 1. 
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There are, however, problems common to both natives and immi- 
grants: they are the mental health problems resulting from an adjustment to 
new conditions, vastly different from the accustomed ones. The native, 
particularly the Eskimo, has to adjust to the changes brought into his life by 
the newcomers from the south. Those coming to the north have to adjust to 
a forbidding land and a way of life which to many would be bearable only 
for a short period of time.t 

The high infant mortality among Eskimos and Indians, the high prev- 
alence of tuberculosis, their susceptibility to other infectious diseases and 
pneumonia as a major cause of death can ail be traced directly to their living 
conditions. 

“Tnhuman”—is the way a public health nurse described, in the course 
of a conversation, the living conditions of the Eskimos in her community. 
An apt description indeed. To realize this one has to shed the romantic ideas 
of Eskimo life, derived from children’s books and movies, and walk through 
a settlement of Eskimo tents on a cold September night with the wind and 
rain lashing against the flimsy tents, babies crying and whimpering, and 
children and adults alike coughing inside. Outside is the stench of human and 
dog excretion and of rotten food scraps. The tent houses not only the family 
but all their belongings and implements.” 

This is the environment in which families spent not a week-end (as 
campers or scouts would in much more substantial tents), but a lifetime, and 
this is where babies are born and reared and the sick cared for. 

Substantial beginnings have been made against the odds of northern 
logistics in the provision of health services, housing and some means of sani- 
tation.2 Nevertheless, hundreds of families still live under conditions that 
would not be tolerated elsewhere even in a more moderate climate. 

The high infant mortality has been traced to the lack of adequate 
housing, and it is obvious that the same conditions govern the spread of 
tuberculosis and other infectious diseases. Medical care can be brought to 
bear only to alleviate the consequences of the environment. This is a very 
obvious example of the interrelationship between health and social conditions 
which calls for a much closer co-ordination between health and other social 
services.* 

There are about 12,000 Eskimos in Canada, or perhaps about 2,000 
or 3,000 families. Some of them are adequately housed but the majority are 
not. We firmly believe that remedial action in such related fields which affect 


1See also Willis, John S., and Martin, Morgan, Mental Health in Canada’s North, 1962. 

2 Based on an on-the-spot study of health conditions in a northern area. 

3 See also Chapter 8. 

4Indian and Northern Health Services, Department of National Health and Welfare and 
Northern Administration Branch, Department of Northern Affairs and National Resources, 
Eskimo Mortality and Housing, 1960. 
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significantly health standards can be found. While it is beyond our terms of 
reference to make recommendations in these related fields, we suggest that 
considerations of humanity and economics make it imperative for governments 
to take comprehensive and practical actions in these related fields because 
without them the serious health problems facing Canadians everywhere 
but particularly in the North cannot be adequately and effectively resolved. 


CONCLUDING SUMMARY 


Were we to evaluate the health status of the Canadian people as 
such and to draw conclusions from the often inconclusive evidence presented 
in this chapter, we could offer the widely accepted view that the improve- 
ments in the mortality and increasing life expectancy during the last decade 
or decades are signs of improved health. But this is true only if we are 
justified in equating life with health. One might ask whether our longer life 
- today, beset as it is with chronic illness and exposed to such insidious risks 
as radiation and carcinogenic matter, is really healthier than the shorter life 
span of former generations which may have ended more abruptly as the 
result of some acute infectious disease. We can leave this question, however, 
to the medical experts and the philosophers as we are not so much concerned 
with health per se as with the services for its improvement. Thus it is our 
main concern to evaluate the effectiveness of these services as well as to 
determine the various health problems and the extent to which they affect 
the demand for services. 

In doing so we have found that a comparison of Canadian health 
indicators with those of other countries establishes Canada’s record as being 
generally well in line with that of other countries with similar standards of 
living though there remains the need for improvement in the area of infant 
and maternal mortality. International comparisons also led us to observe 
Canada’s favourable position compared to many parts of the world still 
exposed to many diseases now controlled here. 

We have reviewed the trends and impact of certain diseases and 
disease groups, attempting to show them in their proper perspective measured 
by their respective demand for health services. In this regard we have found 
mental disorder as the most pressing problem, with other chronic diseases 
figuring prominently. But even the often minor diseases of the respiratory 
system, by their sheer volume, demand a considerable amount of services. 
The continuing problems presented by some diseases in the infectious group 
emphasize the need for continued vigilance and maintenance of effective 
control measures. Accidents also continue to demand our attention. 
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Of the particularly vulnerable population groups we have identified 
those at the two extremes of the life span, the children and especially the 
aged. We have dealt with the problems of the handicapped and important 


segments of our northern population. 
The extent of dental disorders and vision defects is such that it calls 


for remedial action to ward off its worst effects. 
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SERVICES COMPLEX 
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Development of Health Services 


The development of health services in Canada is largely the result of the 
scientific and. technological advances in medicine and the allied sciences. 
Their scope, distribution and utilization have been the result of the inter- 
action of demographic, social, and economic factors affecting the health 
status and attitudes of the Canadian people. 

Our first task is to set out the various elements which constitute our 
_ health services. Accordingly in Chapters 7 to 12 we describe the develop- 
ment and complexity of these services. These chapters deal with the exist- 
ing services, facilities, and costs, and indicate the economic benefits to be 
derived from the provision of health services. We then turn to consider 
problems faced in the health field and the various gaps and deficiencies that 
exist in this area, and we deal with these matters in Chapters 13 to 18. 

The history of health and health services in Canada has been fully 
recorded elsewhere.1 However, a brief outline of the factors affecting the 
development of our health services is required if we are to understand the 
growing concern with their adequacy and operation, which led to the appoint- 
ment of this Commission. 

Canada’s health services, baffling today in their multiplicity and diver- 
sification, were simple enough in their beginnings. Society then was much 
less complex with its largely rural character, and an urban element which was 
as different from the modern city as the idyllic Mariposa of the Sunshine 
Sketches from today’s metropolis. 

When sick, one called or saw the physician. The physician’s office 
resembled a parlour rather than a laboratory, with the instruments and 
medications then available to medical practice assembled in one corner of 
the room and the text books in another. It was the physician’s office, study, 
and examining room all in one. The physician—one of the two or three 
professional people in the community—was counsellor as much as pro- 
fessional adviser; his practice of medicine was more art than science. He 





1 Hastings, J. E. F., Mosley, W., Organized Community Health Services, a study prepared 
for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, and the references 
in the Introduction. 


230 THE EXISTING HEALTH SERVICES COMPLEX 


alone looked after all of the patient’s ailments as well as those of the other 
members of the household. In his role as general practitioner, he practised 
the skills of the surgeon, obstetrician, paediatrician, psychiatrist, and 
pharmacist, and he mastered all the knowledge medical science had to offer. 

When visiting patients at their home, he would travel by buggy, 
sleigh or on horseback and patients used the same conveyances. The home 
usually provided plenty of room for members of several generations of the 
family, and someone in the household could be counted on to be available 
for nursing the sick. The mother, grandmother or aunt would have the neces- 
sary knowledge to care for the maternity cases in the family, caring for 
mother and baby, and also many cases of sickness—with or, if necessary, 
without medical advice and supervision. 

Hospitals there were, but they had little to offer that the physician 
could not do in his office or in the patient’s home. Hospitals were used 
largely to accommodate the hopeless or helpless without giving them much 
more than a place in which to live out their sickness. By today’s standards, 
they were shelters or asylums for the sick. Looking after the ill and injured 
had begun to be recognized as something requiring special skill and 
knowledge. 

The physician was the one person who embodied all medical knowl- 
edge and skill. Today, those hospitals would probably be considered as 
mainly custodial institutions. What health care the poor received was dis- 
pensed as charity by the physician and the hospital. 

During the first half of the nineteenth century the public health 
agencies came into being when the first boards of health were established to 
cope with the devastating epidemics of communicable diseases. A serious 
cholera epidemic broke out in 1832 with the arrival of large numbers of 
Irish immigrants. The health services of that time were unable to cope with 
the deluge of sick and dying and the epidemic spread to the people of the 
colonies. A board of health was set up in Quebec City and a quarantine 
station at Grosse Isle nearby. “The legislatures of Lower Canada, Nova Scotia, 
New Brunswick, Upper Canada, and Newfoundland passed legislation in 
1832-33 for the establishment of local boards of health in an effort to con- 
trol the outbreak.”’ Typhus fever broke out in 1847 and cholera reappeared 
in 1849. This resulted in the establishment of a central board of health. 
Serious cholera epidemics again occurred in 1854 and 1865 and other local 
boards were set up. “Thus, at the time of Confederation in 1867 the main 
problems of the public health in Canada were the recurring epidemics of 
communicable diseases, such as cholera, typhus and smallpox.’? In the 
latter part of the last century the discoveries of Pasteur led to measures for 





1 Tbid., Introduction. 
2 Thid. 
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the control and prevention of communicable diseases so that by the early 
decades of the present century substantial progress had been made in con- 
trolling epidemics. Changes occurred in hospital care. The discoveries of 
Semmelweiss, Lister, and Pasteur foreshadowed our present day aseptic 
hospital techniques. Surgical and anaesthetic techniques were greatly im- 
proved thereby lessening the hazards associated with their use. More hospitals 
were built in the new western provinces. “Many were still operated by 
religious orders or on a lay, voluntary basis but increasingly many were 
built and operated by municipalities or by a combination of municipalities, 
as union hospitals.’ 

Dentistry became an organized and licensed profession. In 1868 the 
Royal College of Dental Surgeons was incorporated with the functions of 
teaching and licensing. In 1875 the first dental school was established in 
- Canada under the auspices of the Royal College of Dental Surgeons.? 

Nursing developed into a skilled profession. In 1873 the first hospital 
school of nursing was begun at the General and Marine Hospital in 
_ St. Catharines, Ontario.* 

In the following decades medicine participated fully in the rapid 
scientific progress which extended the field of medical knowledge continu- 
ously, requiring the practice of medicine to be subdivided into an increasing 
number of specialties. At the same time, science provided the physician with 
an ever widening range of technical equipment which supplemented and 
partially supplanted what was once the art of healing. Physician and patient 
alike had at their disposal a more effective means of communication and 
transportation. A host of technical skills entered the field of health care. 
Hospitals were equipped with highly complex equipment and staffed by a 
wide range of technicians. Science provided more effective means to combat 
disease. This, in turn, changed the prevailing health problems and disease 
patterns. Government activities in the health field, at the local, provincial 
and national levels, increased. Voluntary organizations entered the field with 
the purpose of filling existing gaps in the supply of services and funds. 

As Canadian society became increasingly industrialized, urbanized, 
and wage-earning, demands for health services rose. As these services grew 
more effective their costs increased. Rising levels of real incomes made it pos- 
sible to meet some of the higher cost, but they also contributed to a growing 
awareness of, and the demand for services. The problems of providing for 
the uncertain risks of the cost of sickness are similar now to what they were 
in England in the late 18th and 19th century. Here, as in the friendly 
societies there, voluntary prepayment had some early beginnings going back 





1 Tbid. 

2 Paynter, K. J., Dental Education in Canada, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 

? Hastings, J. E. F., op. cit., Introduction. 
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over 300 years.1 During the last twenty years or so it has had wider appli- 
cation first to hospital services mainly in the form of the Blue Cross plans, 
and then to medical care. Governments have gradually assumed a greater 
role in this field, and this culminated in the Hospital Insurance and Diag- 
nostic Services Act in 1957. This was followed by plans for medical care 
insurance in some of the provinces. As far back as 1928 the House of 
Commons adopted a motion to the effect that “the Select Standing Com- 
mittee on Industrial and International Relations be authorized to investigate 
and report on insurance against unemployment, sickness and invalidity”.? 
The question of health insurance was thoroughly investigated by the Advisory 
Committee on Health Insurance whose report was released shortly after the 
completion of the Beveridge Report in England in 1942. Both reports 
reflected the yearning for security in the post-war world borne of the suf- 
ferings of depression and war. These developments culminated in the intro- 
duction of the National Health Grants Programme in 1948, and the Hospital 
Insurance and Diagnostic Services Act in 1958. Assistance programmes were 
collated to provide pensions for certain selected groups of disabled people, 
and free medical care was made available to various groups of the population 
such as those needing public assistance, veterans and members of the armed 
services. Apart from assisting in the financing of health services, however, 
some governments have long ago gone beyond the field originally defined as 
public health as opposed to personal health services. They have provided 
services for diseases whose cost ordinarily would be beyond the means of 
most citizens: tuberculosis, mental illness, and cancer are examples. 

One way of looking at our overall health resources today, is to con- 
sider what is available to a unit of say, 100,000 Canadians, in terms of 
health workers and health facilities. 

Standing at the apex of the phalanx of health workers are the 
physicians and surgeons and to serve this unit of 100,000 Canadians there 
are 1,150 physicians available.* These include both the general practitioners 
and the specialists. The latter group is qualified by advanced training and 
certified by the Royal College of Physicians and Surgeons of Canada, as well 
as by the Collége des Médecins et Chirurgiens de la Province de Quebec. Some 
of these specialists groups and the number for each 100,000 people are as 
follows:4 


General Surgery) \....0..0..8...0.:00: 9.16 Psychiatryaie sie ee 3.03 
IntérmabeMViediciné@.- eee Toes Radiolocy ain s8)-0 ee ee 2.86 


1See Chapter 10. 

2 Health Insurance, report of the Advisory Committee on Health Insurance appointed by 
Order in Council, P.C. 836, dated February 5, 1942, Ottawa: King’s Printer, 1943, p. 68. 

8See Chapter 7. The data are for 1961, except where otherwise indicated. 

4 Certified specialists only, see Judek, S., Medical Manpower in Canada, a study prepared 
for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter IV, 
Table 4-40. 
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Obstetrics and Gynaecology...... 3.93 PAIN LO SVE aus fee eoee 1.34 
Ophthalmology and Otolaryn- Orthopaedic Surgery ................ 21 

BOOP ay hean iio hin ben ones 3.74 STR) (0). ee eee 1.02 
LUBY ECO NTE i (Cn ae na ear Pe 3.03 DerMmatOlOSy c..cccicisiessisscentetecconae 0.69 


But these are only some of 21 certified specialists with more still being added 
from time to time. 

For most patients the general practitioner serves as the first line of 
defence, and therefore the initial contact. Access to other health services 
takes place frequently on his referral or recommendation, including referral 
to specialists, admittance to hospital, or simply a pharmaceutical prescrip- 
tion. But in certain areas, the general practitioner may be by-passed by a 
number of patients, and for different reasons. Some individuals able to pay 
the cost, now use the specialist in internal medicine as the family physician 
for the adults, and the paediatrician for the children. Maternity patients go 
directly to obstetricians, while other patients select eye specialists, ear, nose 
and throat specialists and others, again without referral. Further, many people 
go directly to optometrists. In addition there has been a substantial increase 
in the volume of pharmaceuticals purchased without prescription.* 

To select a specialist implies, of course, that the patient has made a 
personal diagnosis of his own condition and, for many obvious symptoms— 
a foreign body in the eye, an ear-ache, a broken leg, and advanced preg- 
nancy—there is little likelihood of error. For many others, however, the 
self-selection of a specialist can only result in at least one unnecessary visit 
if the specialist decides that the condition is not, as the patient thought, “in 
his field’. 

This rising trend towards direct consultation of the specialist is a 
reflection of a more educated demand on the part of the public. As a result, 
for a substantial proportion of Canadians, the family doctor who delivered 
the baby, set the bone, removed the tonsils, and gave comfort where he 
could do no more, has become a good deal less important. 

The range of knowledge and skill represented by the developing 
specialties is, indeed, impressive. But these, like the front-line troops, are 
only part of the health army. For, in addition, our unit of 100,000 people 
has available, 32.2 dentists,? 33.4 nurses,? 49.4 pharmacists,* 4.1 dietitians, 
3.8 physiotherapists, 0.8 occupational therapists, 13.8 radiological techni- 
cians and 21.2 laboratory technicians.® 


+See Chapter 9. 

2 Based on Table 13-10. 

3’ Based on Table 13-25. 

“Ross, T., Pharmacist Manpower in Canada, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. Based on Table 2:A:1I. 

5 Based on Table 7-26. These data are for 1960, for personnel in general hospitals. 
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These are the field personnel. There are others in hospitals, of course, 
providing food services, housekeeping, and laundry services. 

The facilities are also numerous. Our unit of 100,000 has available 
to it a total of 1,075 hospital beds,! categorized as follows: 630 general 
hospital beds; 390 beds in hospitals for the mentally ill; 65 beds for 
tuberculosis care. There is also one large out-patient department. 

It is possible that this community of 100,000 will also have rehabili- 
tation facilities, home nursing services and perhaps as many as a dozen or 
so voluntary agencies providing health care or supporting services. _ 

Nor is this all, for there are important industries providing drugs, 
laboratory equipment, X-ray equipment, other hospital equipment, surgical 
instruments and supplies. 

The position of the health industry in our economy may be illustrated 
by the fact that the number of those employed in it not only has grown? 
but grown much more rapidly than the labour force as a whole. Six per 
centt of our Gross National Product is attributable to this “industry”, and 
4.3 per cent of the jobs provided.® Moreover, in addition to the paid workers, 
there are thousands of voluntary workers in hundreds of voluntary associa- 
tions, hospital auxiliaries, and the like. 

This brief perspective of the development of the modern health serv- 
ices should be considered in conjunction with what has been said in the fore- 
going chapters about the changes in the concepts of health and health services,® 
in income and demographic structure,’ and in the health status. Only thus 
can we fully understand the proliferation of our health services as they are 
today. It will, at once, assist us to see and appreciate the changes that have 
taken place as well as the apparently unchanging traditions from which these 
services have originated. Both these aspects are important in the assessment 
of the present situation which we discuss in this part of the Report, as well 
as in the planning for the future to which Part IV is devoted. At both these 
stages of our investigation we concern ourselves with the two main com- 
ponents making up our health resources: personnel and physical facilities. In 


1 Based on Table 8-1. These data are for 1960. 

2From 68,000 in 1931 to 281,000 in 1961. See Table 12-1. 

8It accounted for 1.9 per cent of Canada’s labour force in 1931, and for 4.3 per cent 
in 1961, with a trend rate growth of 6 per cent in 1961, compared with a rate of 2 per cent 
for the existing labour force. See Table 12-1. 

4In 1961, total health expenditures amounted to $2,228.7 million, of which $177.8 million 
was spent on capital facilities. See Table 11-7. 

5 This proportion covers persons directly employed in the health industry. The proportion 
would be considerably greater if persons employed indirectly, e.g., construction workers build- 
ing hospitals, were included. 

® See Chapter 3. 

7See Chapter 4. 

8 See Chapter 5. 
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this analysis we will keep in mind that the foregoing developments have 
resulted in a fundamental difficulty. 


“The paradox of the scientific and technological revolution is 
that it has diminished relatively the capacity of the individual doctor 
to meet man’s health care needs at the same time as it has vastly 
increased the capacity of medicine as a whole to do so... . Circum- 
stances are turning the provision of health care into the work of an 
interdependent team with interdependent facilities. . . . This specializa- 
tion of function is both necessary and inevitable but it has also created 
problems and is an important root of many of the issues which today 
are faced in the provision of health services.” 


1 Hastings, J. E. F., op. cit. Introduction. 
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Health Manpower 


MEDICAL PROFESSION 


The actual number of active physicians in a particular year is determined by 
the number practising at the beginning plus the balance between the inflow 
and outflow of medical personnel. The inflow consists of the number graduat- 
ing from medical schools, immigrants, and foreign physicians in temporary 
residence, plus those who re-enter the profession after a period of with- 
drawal from active practice for study or other reasons. The outflow includes 
physicians who emigrate, die or withdraw from active practice. The actual 
number of physicians, while of vital importance in estimating the present 
and future supply of physicians, cannot be considered alone for such an esti- 
mate. It must be accompanied by an appraisal of the actual utilization of 
medical manpower, its geographic distribution and professional specialization.? 


Population-Physician Ratio 


The supply of physicians is usually measured in terms of the popula- 
tion-physician ratio: the total population divided by the number of qualified 
physicians which gives the average number of people per physician. This 
ratio, although often used, does not indicate the volume of medical services 
rendered since it does not reflect the nature, scope and quality of the 
physician’s work. Nor does the ratio allow for the social, economic, and phys- 
ical characteristics of the population served. Even historical comparisons 
of the population-physician ratio yield limited results largely because of 
the many changes that do take place in the provision and quality of medical 
services over time: improved diagnostic methods, a greater use of new and 
better equipment, more hospitals and other facilities, the increasing em- 
ployment of a variety of paramedical personnel, plus improvements in trans- 
portation which have made for easier access of patient to physician and 
physician to patient. All these improvements in the methods and techniques 





1Estimates relating to the future supply of physicians in Canada are contained in 
Chapter 13. 
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of medical practice have combined to enable the physician to provide more 
service today than he did in the past. These qualifications suggest that the 
population-physician ratio should be used with caution. It can serve as a 
rough guide in comparisons of the supply of physicians as between provinces 
and regions, and over a period of time provided changing conditions are 
taken into account. 


TABLE 7-1 POPULATION-PHYSICIAN RATIO, CANADA, 1901-1961 














Active Civilian Sar Population- 
oe Physicians Masel ie Physician Ratio 
(7000) 
TOOT Rae e eles eo 5,475 5,324 972 
19 1 Gi ae ie eee as 7,411 12194 970 
192 feeve ea me 8,706 8,776 1,008 
193 At eee 10,020 10,363 1,034 
194 oeeisay 6) eine bh, 873" 11,490 968 
TOS eee eae ee 14,325 13,984 976 
L9G ee teaches 21,290 18,238 857 





a Exclusive of Yukon and Northwest Territories until 1960. 
> The 1941 figure includes 1,150 Armed Forces’ physicians. 


Source: 1901 to 1961, Judek, S., Medical Manpower in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2, and Dominion 
Bureau of Statistics, Census of Canada 1961, Vol. I, Part 1, Ottawa: Queen’s Printer, 1963, 


p. 6-1. 


Table 7-1 indicates that the Canadian population-physician ratio has 
improved steadily over the last three decades with special conditions pre- 
vailing during the war years.’ But as Table 7-2 shows there was wide varia- 
tion in the provincial ratios between 1911 and 1961. Since 1951 all prov- 
inces shared in the improvement, with Ontario and British Columbia show- 
ing consistently more favourable ratios than the other provinces. 

In making international comparisons of population-physician ratios 
the differences in the organization of medical care in various countries should 
be kept in mind. The most recent comparable data shown in Table 7-3 are 
for 1959. In that year, twelve of the countries mentioned had a ratio better 
than our own, and this despite the fact that, as already indicated in Table 
7-1, our ratio had improved significantly, particularly since 1951. 

Several of the countries mentioned in Table 7-3, and particularly 
the United Kingdom, contributed to our supply of physicians, and thereby 
depleted their own. How long this country can expect other nations to pay 
for the education of physicians which we require is a matter which must 


1 Deferred retirement of physicians brought the ratio down temporarily and this accounts 
in part for 968 shown in 1941 and 976 shown in 1951. 
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TABLE 7-2 PROVINCIAL POPULATION-PHYSICIAN RATIOS, 1911-1961 




















Province 1911 1921 1931 1941 1951 1961 
Re WOUNCIAMG i ssdecncccnsstcetsucine space — —- —- — 2,524 | 1,991 
Prince Edward Island...................... 1,306 |- 1,309 | 1,397 | 1,418 | -1,342-|" 1,149 
NCES 0 oe 1,206). 21474-15153 1,350 | 1,094) 1,044 
ews DEUS WICK. 2.02 hec- coc ies sssvssecassnl ¥,253 | 1,448). b,517 | 1,693 | 14445 | 1,314 
Be Ces Ni, ties cdl dca anna? Aa: 1,003 | 1,065 | 1,046 | 1,054 990 853 
ECO Se ie Rae ne er ee 828 848 872 903 857 776 
CETL 1 ee ee £065.) 1095-1) 1,051 1,108 926 823 
ASI SEIS 0a 121 he et ee nn er £298.10, 445-| b,579' | 1.700 | F278 973 
OILEGT | SO, SO Oe ee 1,014.) 2 F073) 2,256.4 o1),320: 4 AS 982 
mpEMtISH CONMMMDIAL. «02.5... 00c6..c.r0.0reeere 945 862 952.) F010 847 758 

CANADA, Gta 970 | 1,008 | 1,034 | 1,072 976 857 


Source: Judek, S., Medical Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 


TABLE 7-3 POPULATION-PHYSICIAN RATIOS, CANADA 
AND SELECTED COUNTRIES, 1959 











Population 
Sena Per Physician 
"CAN 6 8 2s Rn a Aine be na. ah 620 
JSS SE i ee Ab abl 8 Sl lb Me <A pele and OR es ch Re a 620 
IN We 2 CoN iy oe ne PURE Be eee h 2Oe hg ie 700 
Germany: Federal Republic. 6 sccciccheccnnscks. cers 730 
SOONG eet eS Aaa ld chs okt ptt ata Me 740 
United States OF AMCrica #9. 6. .cxck.caecsee akon, 790 
[EPIC 000 © sates te ee EOE RD AMY eee 2 Pe ART de ee 800 
De rniagaeiey = hr ce et ee Rare eRe ee taecne. 830 
JARI ae Be Se, SE AC Ae RR RE POE Sine ONE 860 
UN TEE dee apne Oe Hp Oo ORR A ALON MD AR eI Jee 900 
PROUMOE Gs ee EN ee eR te ak: 900 
UE TDSC GC) |e aR EO NU aN Ri 910 
ODO A GMa NCB dice alld Race oo AN 920 
TEES Sees pI eke ROOD PLE RT AR LY MO Ae Ee RO RO SC eR 950 
Pen@laind aid Wales 6. itesi oii loccndeeeasds tae eon 960 
SE 1 Aaa te? ir A ia ee neh ees Mie A OIC 2 UF ent A 1,000 
BGG ile pay cc hon cee tec he eae och ae 1,100 
MOR cs coike ntti swan cSirodetie cate ss Raa OLR 1,300 
|G TES (| a it tal ro RE aR Re FC MAME RE DR cre te ONG 1,600 





Source: World Health Organization, Annual Epidemiological 
and Vital Statistics 1959, Geneva: the Organization, 1962, pp. 
654-659. 
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concern us. While Canada will continue to welcome well qualified physicians 
from abroad, this country should be put in a position which will enable it 
to train the physicians required to maintain an adequate standard of medical 
care for this nation’ and also contribute to assisting the less developed 
nations in improving their health standards.? 


Graduates of Canadian Medical Schools 


The number of qualified physicians available to meet the demand for 
medical services at a particular point in time depends to a large extent 
on the number of physicians graduating from medical schools. Canada has 
twelve such schools which have produced 14,146 medical graduates since 
1944 or an average of 785 physicians per annum. As indicated by the 
following table, the three medical schools in the Province of Quebec, Laval, 
Montreal and McGill graduated 38.2 per cent of the graduates between 
1945 and 1962, while the four schools located in Ontario graduated 36.8 
per cent during the same period. The medical schools in these two provinces, 
then, provided 75 per cent of the medical graduates between 1944 and 1962. 


TABLE 7-4 NUMBER AND PER CENT DISTRIBUTION OF GRADUATES 
OF CANADIAN MEDICAL SCHOOLS, BY SCHOOL, 1944-45 TO 1961-62 














Number Per Cent nee Per Cent of 
Medical Schools of of ratte ee Total Annual 
Graduates Total Per eee Average Output 
HD alhOUSiCn cea acter 847 6.0 50 5.9 
Weavyal Gee tete tet 1,869 132 104 1281 
MONIT Calne nit eee 1,616 11.4 90 10.6 
IVC Gril renee = rate ee 1,924 13.6 107 1225 
COTTA W ciate ah ree ot ar 544 3.8 45 Sao 
QUCEHIST Se ueemane eee 891 O25 aye 6.1 
WEOLOULO eae aeeteet ae eee eee ee 2163 19.5 154 18.0 
Western Ontario.................. 1,019 ee 7 6.7 
Manitobaea see 1,140 8.2 63 7.4 
SadskalChewan- ssa 181 13 30 BS 
ALDeL amore tre aetna et 894 6.3 50 5.9 
British Columbia................ 458 3r2 oy 6.0 
FLOTALS tier 14,146 100.0 853 100.0 
(785 annual 
average) 





Source: Judek, S., Medical Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 3. 


* Further discussion of the manner in which medical schools can supply the future 
requirements for physicians is contained in Chapter 13. 
* Chapter 2, Recommendation 145. 
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Increasing technical complexity makes it more difficult for medicine 
to compete for talent with other professions, both old and new. It must 
compete for prestige and economic standing with other fields of endeavour, 
but the high cost of medical education, the relative lack of fellowships and 
bursaries, and the minimum of seven years required to complete medical 
training when compared with other types of professional education, hinders 
the recruitment of suitable candidates for medicine. Provincial licensing 
bodies, provincial governments, and the faculties of medical schools have 
emphasized these factors in their recommendations to this Commission? 
and they have been examined in detail in a study undertaken for us.® 


Physician Migration 


A significant characteristic of the composition of Canadian medical 
manpower is the large proportion of immigrant physicians in the post-war 
years. This has been a period of rapid and substantial population growth, 
and an increased demand for medical services which stemmed, in part, 
from an increase in real income due to the rapid post-war economic 
growth. The increase in demand required a greater number of physicians than 
Canadian medical schools could supply, and the immigration of physicians 
helped to fill the gap. 


The migration of Canadian physicians is shown in Table 7-5. A total 
of 4,652 physicians came to Canada in the period 1946 to 1961. Slightly 
less than half that figure left Canada for the United States leaving a net balance 
of 2,339. The number of physicians leaving Canada for countries other than 
the United States is not known but it may be considerably smaller. When we 
consider the number of physicians immigrating from, and emigrating to the 
United States there remains a net loss of 1,842. A substantial loss indeed. 

Between 1953 and 1961 a total of 3,815 immigrant physicians entered 
Canada, of which 1,764, or just over 46 per cent, came from the United 
Kingdom, and 471, or just over 12 per cent, from the United States. In the 
period 1950 to 1960 nearly 15,000 physicians were registered in Canada. 


1For a more detailed discussion of the problem of recruitment and the relative decline 
in medical student enrolment see Chapter 13. 

2The Canadian Association of Medical Students and Interns, brief submitted to the 
Royal Commission on Health Services, Ottawa, March 20, 1962, p. 2. 
College of Medicine, University of Saskatchewan, brief submitted to the Royal Commission on 
Health Services, Regina, January 25, 1962, p. 5. 
The College of Physicians and Surgeons, Province of Alberta, The Canadian Medical Association, 
Alberta Division, and The Faculty of Medicine, University of Alberta, briefs submitted to the 
Royal Commission on Health Services, Edmonton, February 1962, p. 60. 
Faculty of Medicine, University of Toronto, brief submitted to the Royal Commission on Health 
Services, Toronto, May 14, 1962, p. 6. 

3 MacFarlane, J. A. et al., Medical Education in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 9. 
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TABLE 7-5 MIGRATION OF PHYSICIANS INTO AND OUT OF CANADA, 


1946-1961* 
Immigration : Difference 
— Peres Between | Net Loss 
tion 4 
Year FE From Total ‘6 Immigra- to 
vee Other USA. |_tionand | U.S.A. 
em COU TICS ~~" Emigration 

194.6 sca rede ivaveiaies — 56 56 — 56 — 
199 Teeaatt toca — 81 81 — 81 _- 
LOAD cerry aee, - 95 95 — 95 _ 
1949 oo en pet ta — 78 78 — 78 —- 
1 OSU ae ee — 68 68 260 —192 — 260 
19S tee ae ee — 166 166 173 —7 —173 
RVR ai WEE 2 — 293 293 186 107 — 186 
1953 eee a 55 347 402 105 297 — 50 
LOS Aine for ere eee 39 5s S11 135 176 — 96 
195 be een ree, £¥5) 300 333 127 206 — 94 
1OSC pee 29 386 415 96 319 — 67 
dO She eee ae 46 589 635 265 370 —219 
LOSS Bec ee ce 52 342 394 179 215 —127 
iA Reka creo Rie te, 66 SH) 439 229 210 —163 
L9GO See ee 84 obs 441 262 179 —178 
19Gie eee ee 67 378 445 296 149 —229 
LOTTA tae ee 471 4,181 4,652 22313 2,339 —1,842 


*Data for the period 1946 to 1952 have been estimated by the Department of Citizenship 
and Immigration. 


Source: Judek, S$., Medical Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 
Of this number about one-third were foreign medical graduates. This heavy 
dependence on foreign-trained physicians becomes even more striking when 
we consider that as a percentage of Canadian medical graduates, the graduates 
of foreign medical schools who were new registrants between 1950 and 1960 
rose from 24.8 to 60.4. The heavy inflow of immigrant physicians has helped 
to some extent to meet the increased demand for medical services, but this 
demand has not been met fully due to a number of factors. Among them is 
the continued emigration of Canadian-born and Canadian-trained physicians 
to the United States. As of April 1962 there were 3,1251 of these physicians 
practising in the United States, and approximately 15 per cent of the current 
medical manpower in Canada. Seen in terms of the output of our own medical 
schools, this is equivalent to the graduates of all the present medical schools 
for a four-year period. 


1 Judek, S., Medical Manpower in Canada, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 
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In addition to the export of professional manpower, Canada trains 
United States physicians. In April 1962 there were 1,781 physicians practising 
in the United States who were born in that country, but who received their 
basic medical education in Canada.* To show the full extent of medical train- 
ing here for practice in the United States, this total must be increased by an 
additional 456 physicians who were trained in Canada, but not born here, 
as well as 356 physicians who were trained here, but whose country of birth 
outside Canada is not known.? 

To balance the picture of the extent to which Canadian medical 
schools train physicians for practice in the United States we must look at 
the extent to which United States facilities are used to train Canadian 
physicians. Table 7-6 indicates that the number of Canadian interns and 
residents trained in the United States has remained substantial since 1954. 


TABLE 7-6 CANADIAN PHYSICIANS TRAINING IN 
UNITED STATES HOSPITALS, 1954-1962* 


Year Interns Residents Total 
US 7: Ss ek aD aa = = 520 
V9S5-96 44 540 584 
OSGeo ec. eee ee. 60 516 576 
BOS Tso oe ek cect etoh: 66 469 535 
TOS SHO Oe ee: 50 513 563 
1959-60 hastens 52 487 539 
Ss eae een 75 583 658 
T6462. ooo. owscccdecwnccana- 67 659 726 


*Non-immigrant status. 


Source: Judek, S., Medical Manpower in Canada, a study pre- 
pared for the Royal Comenicsion on Health Services, Ottawa: 
Queen’s Printer, 1964, Chapter 2, Table 2-17. 


Death and Retirement of Physicians 


Estimates of the available Canadian medical manpower must take 
into account the death and retirement rates of physicians. Physicians, like 
the rest of us, have an increasing life span; their average age at death 
increased from 60.8 years in the period 1926-1930 to 66.4 years between 
1956 and 1961.® Their death rate, however, appears to be slightly higher. 
Data available for the period 1952 to 1961 indicate an average annual death 


1 Tbid. 
? [bid. 
8 [bid. 
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rate per 1,000 physicians of 14.6 compared with 13.4 for the male popula- 
tion 20 years of age and over. These data suggest that our supply of physi- 
cians is reduced by 1.5 per cent annually. In other words, about 300 
physicians will be required in the years to come to take the place of those 
who have died.! 

Apparently most physicians do not like to retire. Some may retire 
partially, or temporarily, or others may undertake some other activity. 
Furthermore, some physicians, although inactive in their profession continue 
to register with their professional licensing body. For these reasons it is 
difficult to estimate retirement rates. There is, however, some evidence sug- 
gesting that of the total number of physicians about 6 per cent are retired.? 


Sources of Supply of Physicians 


From 1959 to 1960 the number of active civilian physicians rose 
from 19,800 to 20,517, or by 717.° This of course represents the net balance 
between the inflow and outflow of physicians during this period, and is shown 
in the following tabulation. 

In 1960 there were 766 Canadian graduates* and 521 immigrant 
physicians? licensed. 

Information on how the number of physicians was reduced is less 
complete. A total of 312 physicians left Canada. Of these 262 immigrated 
to the United States and about 50° to Great Britain. How many physicians 
emigrated to other countries is not known, but believed to be insignificant. 
Similarly the number of retirements is not known. In 1961, 309 physicians 
died. However, not all of these represent active physicians, as a certain 
proportion would have retired before death. We do not have estimates of 
the number of physicians re-entering active practice, after, for example, a 
period of study or a sojourn in the United States. To the extent that physicians 
did re-enter active practice, deaths, retirements and emigration to other 
countries have been underestimated. 

What the data show is that the principal source of supply of physi- 
cians in Canada is the medical school. In 1960, for example, Canada’s net 


1 Tbid. 

a pias 

’ The net addition could not be found between the period 1960-61 because the 1961 
figure represents the census count on June 1, of that year. However, statistics on immigration, 
emigration and death are provided only for the 12 month span. 

Total number of graduates in 1960 was 863. From this figure 97 foreign medical 
graduates should be subtracted, as it is believed that the majority return to their country of 
origin. Judek, S. op. cit., Chapter 3. To the extent, however, that some of these students do 
remain in Canada, this source of supply is underestimated. 

® This figure does not correspond to the number of immigrant physicians provided by the 
Department of Citizenship and Immigration, as their records are based on “intended” occupation 
at time of entry into Canada, rather than occupation actually followed. Thus a number of years 
may pass before the “Immigrant Physician” sets up active practice. 

6 MacFarlane, J. A., op. cit. 
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gain of physicians from abroad was a little over 200 equivalent to about 
one-quarter of the number of Canadians graduating as physicians in this 
country. 

Reliable and current information on the sources of supply of physi- 
cians is essential in planning the future requirements of medical manpower 
in Canada. The inadequacy and incompleteness of available statistics on this 
subject, indicated above, underlines the urgency for taking remedial steps 
in this area. 


TABLE 7-64 SOURCES OF SUPPLY OF 
PHYSICIANS, CANADA, 1959-1960 











+ a, 
Number of Graduates (Canadian)...............0.... TET 
Immigration (Registrants of Foreign Medical 
SEMOOIS een ee eee ning tnis aiedironarenaee 321 
Emigration—To United States.........00..000000..0. 262 
ToxGreat Pritaia.eoc ca. ue stke he 50 
Deaths and: Renmei cscs ccnsves cocdacoaoe cunoeccenee 269* 
DL LY ee cee > a ee 1,298 581 


Number of Physicians—1959 19,800 
1960 20,517 


INGE ICH CAS 8 eens ess ecee ase sds oases aA 








*Estimated. 


SourcE: Judek, S., Medical Manpower in Canada, a study 
prepared for the Royal Commission on Health Services, Ottawa: 
Queen’s Printer, 1964, Chapters 2 and 3. 


Geographic Distribution of Physicians 


In 1961 nearly 70 per cent of our population lived in urban areas. 
This concentration is sustained by a similar location of services including 
medical and other health services. However, the concentration of physicians 
within urban areas in proportionately greater than that of the general popula- 
tion. Between 1951 and 1962 the proportion of physicians practising in 
urban centres of 10,000 or more population rose from 73.2 per cent to 85.8 


+For recommendations on health statistics of which data on medical manpower are an 
integral part, see Chapter 2, Recommendation 186-189. 
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per cent. In the same period the general population located in these centres 
increased from 48.2 per cent to 58.7 per cent.* 

Table 7-7 shows that the disproportionate distribution of physicians 
becomes particularly apparent in metropolitan areas. The high concentra- 
tion of physicians in these areas does not fully reflect the availability of 
medical services since many of these men are engaged in teaching, full- or 
part-time research, hospital duties, and administrative tasks. In addition, 
many physicians look after patients from the surrounding rural areas and 
do consulting work for these areas. Even allowing for these factors, existing 
evidence suggests that there is a disproportion of physicians in the larger 
urban areas of Canada. 

Rural areas not only have proportionately fewer physicians than urban 
centres, but rural physicians are usually older. This implies a reduced 
capacity for service as well as higher retirement and death rates of rural 
compared with urban physicians. Several factors lure the newly fledged 
professional to the urban areas rather than the rural: the less adequate diag- 
nostic and treatment facilities in rural areas, lack of professional contacts, 
generally lower standards of living and the lack of amenities. 


TABLE 7-7 ACTIVE CIVILIAN PHYSICIANS LOCATED IN METROPOLITAN 
AREAS FOR PROVINCES AND CANADA, 1961 











j * 
Metropolitan Areas Province 


Provincial |Non-metro- 








Population Physicians |Popu- Ae t 
Province and City ation eee Se 
Per Per Physi- Ratio Physician 

Number |cent of! Number |cent of} cian Rate 
Prov. Prov. | Ratio 

NEWFOUNDLAND 1,991 3,306 
Stelohnis sere 90,838 | 19.8 9D WS Ley 163 

Nova SCOTIA 1,044 1,503 
TRENT eae ie tern ay ons 183,946 | 25.0 338 | 47.9 | 544 

New BRUNSWICK 1,314 SEAS 
SaltiC es Ollila cea 95,563 | 16.0 13551229 67: 47108 

QUEBEC 853 1,696 
Montred i. serine 2,109,509 | 40.1 3.7281 -60.5 1-568 
Quebec: City a.cxeeeees 351, 560ul O20 Gosaeilat 524 
SHEPDLOOK Css cum wees: 105253 133 105 1.7 | 669 
Trois-Riviéres.............. 86,659 1.6 97 1G. e893 
LOCAL or coe tnt aictaaie. 2,623,989 | 49.8 | 4,613 | 74.9 | 569 


1 Judek, S., op. cit., Chapter 4. 
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TABLE 7-7 ACTIVE CIVILIAN PHYSICIANS LOCATED IN METROPOLITAN 
AREAS FOR PROVINCES AND CANADA, 1961—Concluded 











Metropolitan Areas* 
Provincial | Provincial 
Popu- |Non+metro- 


Population Physicians |Popu-| lation- politan 
Province and City |—_______——llation-| Physician |Population- 
Per Per |Physi-| Ratio Physician 
Number j|cent of/Numberjcent of} cian Ratio 
Prov. Prov. | Ratio 
ONTARIO 776 1,201 
ramitOHs +... 2. hoc. 395,189 | 6.3 520° |-6:5 760 
| CTS) 1 63,419 1.0 2205 227} 288 
Kitchener- 
WV AECTIOO, 0k ccceseccns 154,864 | 2.5 18551-8255 837 
ME OIGION «<< coaces: 0 evssousans 181,283 og 433 5.4 | 419 
Ottawa City 
and Eastview............ 292,761 4.7 577 Vet 507 
(ORE i oes 80,918 13 91 Bt 889 
SAO GUL sc sss diveectiaese.: 110,694 | 1.8 129 1,6 | 838 
OT OMID <b i. netGonssione.dss 1,824,481 | 29.3 31573983 578 
WW ISON... «. ihe soon cosvonevss 193,365 3.1 280 |. -3..5 4. 691 
MGA oo avinpiccieeesocnees 33296,974 | 52.9 | 3,592) 69.6") 590 
MANITOBA 823 1,913 
Wy HARIDCD....01..00serecsans 475,989 | 51.6 S81 79.2 | 337 
SASKATCHEWAN 973 1,650 
ene ree bizaiate | v2 235 | 24.7 | 477 
BASKATOON.. ie csec sends 05,526: |. 10.3 281 | 29.5 | 340 
C2 Se teh ea ie 207,667 | 22.4 516 | 54.2 | 402 
ALBERTA 982 1,593 
CO ee 279,062 | 21.0 331 | 24.4 | 843 
PUMONtON...........0--00...+ 337,508 | 25.3 576 | 42.5 | 586 
LCE! a ee ere 616,630 | 46.3 907 | 66.9 | 680 
BRITISH COLUMBIA 758 1.229 
BATACOUVED ssc... ossdeone 790,165 | 48.5 13527] 62.9. S84 
VCS 7S) a ae £54-2152.12 935 231 | 10.7") (667 
ator i 944,317 | 58.0 | 1,583 | 73.6.1 597 
CORN ADAG cocsecee 8,535,913 | 47.2 | 14,690 | 69.4 | 581 855 1,474 


*Metropolitan areas except Regina, Saskatoon and Ottawa, which excludes Hull and other 
Cities within the Province of Quebec, metropolitan areas include suburban parts and cities. 


tExcludes Yukon and Northwest Territories and Prince Edward Island. 


Source: Data supplied by Dominion Bureau of Statistics, Census Division, Occupation and 
Employment Section. 
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Specialization 


Some of the most remarkable discoveries of the last hundred years 
have been directly or indirectly applicable to the scientific practice of medi- 
cine; the pace at which medical knowledge is translated into medical practice 
has quickened, and the repercussions on the organization of medical practice 
have been numerous. With increasing knowledge, specialization has grown 
and resulted in the emergence of a variety of skills. In modern society we are 
very much aware of this impact on academic teaching and research, as well 
as medical research and practice; each new discovery means increased knowl- 
edge in smaller and smaller fields of activity so that today one man can 
successfully master the detailed knowledge of only a small area. Formal 
specialist medical training started in Canada in 1929; today half of Canada’s 
medical graduates are entering specialities and of the total civilian physicians 
in Canada in 1961, 37.3 per cent were certified and 13.8 per cent non- 
certified specialists.? 


The following table indicates the growth of specialist practice. 


TABLE 7-8 SPECIALIST CERTIFICATES GRANTED BY THE ROYAL 
COLLEGE OF PHYSICIANS AND SURGEONS OF 
CANADA, 1942-1960 











. Number Number of a Average 
(t tien 1) of Certificates Soe es Number 
, Years Granted Per Annum 

19422104498 oe 3 L221 122 1 407 
194521949 ee ee 5 3,029 4,250 606 
19505195455 5 he OS 6,435 437 
1955-19560 3 eee 2; 934 7,369 467 
TOS (S195 Se ee ae a 22 1,070 8,439 535 
195951960 eee ee ee y 1,051 9,490 ape 
LOT AL veto. ee 19 9 ,490* 499 


* Includes 511 individuals certificated in more than one specialty. 








Source: Judek, S., Medical Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 4. 


Criticisms levelled at this trend are based on both scientific and 
social arguments. On the first count there is the danger that the specialist 
will tend to think of disease in terms of a particular organ or anatomical 
system. On the other it is possible that the beneficial aspects of the long- 
term personal relationship between a patient and his physician will gradually 


1 [bid. 
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decline as medical care to one patient is increasingly rendered by several 
physicians. In general, movements to counteract the adverse effects of spe- 
cialization aim at the “comprehensive” care of the patient. Some attempt 
has been made to incorporate an emphasis on the “total approach” in 
medical education. However, so great have been the pressures of specializa- 
tion towards the fragmentation of medical care that the more successful 
attempt has been one that recognizes the fact of specialization but seeks to 
provide comprehensive care through the judicious combination of specialties 
within the organizational framework of combined practice. 


Types of Practice 


There are three main types of private medical practitioners in Canada 
today: those who are self-employed independent practitioners, those who 
are in partnership, and those in group practice. In 1962 these three groups 
comprised nearly 71 per cent of all active civilian physicians, 47.2 per cent 
were self-employed, 13.4 per cent were in partnership, and 10 per cent 
were in group practice. Of the remaining physicians nearly 14 per cent were 
working in hospitals that were not operating under the auspices of public 
authorities. The remainder were distributed amongst three levels of govern- 
ment, the universities and industry. 

In North America the traditional organization of medical practice 
is that of the independent physician operating under a fee-for-service sys- 
tem. The high degree of independence of the medical practitioner, whether 
he be in solo practice, in partnership, or in group practice, stems from the 
traditional belief that the individual is the really significant object of service 
and that such service is the sole responsibility of the practitioner. The in- 
dividual concerned, on the other hand, puts his physician in a position of 
special trust and confidence. This imposes a special kind of responsibility 
upon the physician. | 

Although the practitioner may call upon colleagues for advice and 
help, the ultimate responsibility for the patient is his; he cannot share the 
patient’s trust except through prior discussion with the patient, and even 
then it still remains his responsibility until relieved by the patient. Further- 
more the physician cannot mass produce his services; he must treat each 
patient individually bringing all his skills to bear on each case. “The pro- 
fessional man cannot spread his services, he cannot, except within narrow 
limits, distribute his skill through subordinates. He is unable to go in for 
mass production and is forbidden to offer cheap lines for slender purses.’ 
This tradition enforces a high degree of individualism and independence 





1 Ibid. 
2 Marshall, T. H., “Professionalism and Social Policy”, in Man, Work and Society, ed. 
Sigmund Nosow and William H. Form, New York: Basic Books, Inc., 1962, p. 227. 
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upon the physician. The situation vis-a-vis the patient is such that he can- 
not relinquish his responsibility except to another doctor. 

Despite this tradition, group practice has developed in Canada. The 
variations to be found in this type of practice are immense; essentially, “It 
entails professional co-operation, rather than competition of the physicians 
within a particular group practice. It includes three or more doctors repre- 
senting various specialities as well as general practice, with joint ownership 
of buildings, office facilities and equipment. There is a pooling of medical 
skill, knowledge and experience through consultations and the collective 
use of technical administrative and other auxiliary personnel. Income is dis- 
tributed to members of the group according to agreed principles”.* 

Judging by replies to a questionnaire on medical practice distributed 
by the Commission to all Canadian physicians, the combination involving 
three or more specialties attracts a greater number of specialists than does 
the partnership which is more popular with the general practitioner. This 
is not to say that general practitioners do not participate in the former groups, 
but there is a tendency for the contribution they make to total patient care 
to be rendered by a specialist in internal medicine or by a paediatrician. 
Group practice tends to contribute in some way to a better utilization of 
the services of the physician. It generally results in more efficient admin- 
istration, greater use of technical equipment, paramedical and surgical 
personnel. Its growth, therefore, may be seen as an answer to an increased 
demand for physicians’ services as well as a more satisfactory way of | 
practising for physicians. 

Medical group practice exists not only in the larger communities but 
also in some rural areas—for example, that at Maple Creek, Saskatchewan. 
Some groups have been formed as a result of health plans negotiated by rural 
communities. There are other instances where the actions of certain “con- 
sumer” groups have stimulated the growth of combined practice amongst 
doctors; a recent example is the establishment of a group practice clinic to 
serve a local of the Steel Workers Union at Sault Sainte Marie.? 

A survey of group practice conducted in Canada in 1954 indicated 
that of the responding physicians (74 per cent of all physicians in group prac- 
tice in Canada) 25 per cent were on a salaried basis or partially salaried. This 
is in contrast to the traditional pattern of the physician earning fees for ser- 
vices rendered. The salaried form of remuneration in group practice is, 
however, part of a much larger movement towards the salaried employment 
of medical practitioners. Physicians are increasingly being employed in ad- 
ministration, teaching, research and industry, with a corresponding decline 


1 Judek, S., op. cit., Chapter 6. 
2A further analysis of group practice is contained in Chapter 13. 
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in the proportion of physicians in private practice.1 In 1943 physicians in 
private practice formed 85.1 per cent of all active civilian physicians, in 1961 
they formed 73.5 per cent. The apparent increase in the number of physi- 
cians in other forms of employment may be underestimated because a number 
of physicians in private practice devote part of their time to work in research, 
administration, etc. 


Education of the Physician 


The fundamental purpose of medical education, which embraces 
undergraduate, graduate and continuing medical education, is to produce 
qualified physicians who will co-operate with others in meeting the health 
needs of society.’ 

The medical school in Canada is an integral part of the university. 
It is headed by a dean who is appointed by the Board of Governors of the 
university. The responsibilities of the school are divided among clinical 
departments each with its own head or chairman. These department heads in 
fields such as medicine, surgery, obstetrics and gynaecology, psychiatry, and 
paediatrics are appointed as geographic full-time? members of the medical 
school. The heads of the basic science departments such as bacteriology, anat- 
omy, biochemistry, pathology, and physiology are also full-time members of 
the medical school. However, there is a tradition in medicine that whenever 
possible physicians should devote part of their time to teaching, and in 
Canada today much of the teaching in medical schools is undertaken by 
part-time faculty members who are practising physicians in the community. 
These men devote their time to medical education for a standard of remunera- 
tion which, in most cases, is nominal. 

The teachers, both full- and part-time, in medical schools are an 
obviously vital element in the structure of medical services. On their shoulders 
rests the tremendous responsibility of educating a sufficient number of 
physicians to meet the demands for medical care in our society, a demand 
that is growing, and will continue to grow with the expansion of the method 
of prepaying medical and other health expenses. Without sufficient numbers 
of teachers in our medical schools any proposals for the expansion of medical 
care services face serious obstacles. 


+ Whether this trend will continue in the future is problematical. 

?Further discussion of medical education is contained in Chapter 13. 

8In Canada a “geographic full-time clinical teacher” is one whose first responsibility 
relates to his appointment in the university from which he should derive the major part of his 
income. He may see private patients, but he does so within the teaching hospital in which he 
holds a clinical appointment. There may be financial limits on the amount of income from 
private patients which may supplement his university stipend, and there may be limitations on 
time as well. He is encouraged to confine his practice to referred patients. He may not establish 
any office for private practice outside the hospital. 
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It is the teacher in the basic sciences, anatomy, biochemistry, micro- 
biology, pathology, pharmacology and physiology whom the neophyte medical 
student meets first. From these faculty members the student learns the 
fundamentals on which many of his clinical skills are based. The person 
wishing to become a teacher in one of these fields faces a long, arduous and 
expensive training period. If he wishes to graduate in medicine before under- 
taking post-graduate work in one of the basic sciences, he faces a minimum of 
twelve years of training: two years pre-medicine, four years medicine, one 
year of internship, three years for the Ph.D. in a basic science field, and a 
further two years of research experience. Only then will he be capable of 
undertaking research as an independent investigator. Because the acquisition 
of the medical degree adds appreciably to the time required to become an 
independent investigator and teacher in the basic sciences, many individuals 
prefer to qualify for the Ph.D. only. Even so, this requires three to four 
years of undergraduate training, three or four years to obtain the Ph.D. and 
two further years of experience to become an independent investigator and 
teacher; a total of eight or nine years. The extent to which this latter course is 
followed in Canada is seen in the following table. 


TABLE 7-9 PERCENTAGE DISTRIBUTION OF TEACHERS OF BASIC 
SCIENCE OF RANK OF ASSISTANT PROFESSOR OR HIGHER 
IN TWELVE CANADIAN MEDICAL SCHOOLS ACCORDING 
TO QUALIFICATIONS, 1962 


ee 


Degrees Held 








nnn earner aanEnrEEyEnEEEEEEI NEEDED UEREEDEEEEEEEDSLERINENENIIIE 


Subject Ph.D. M.D. No 
M.D. (D.Phil., and Doctoral Total 
D.Sc.) Ph.D. Degree 

ATIAtOMIys eee 5) 19 21 5 100 
Physiologyanve.e cs 45.5 41.5 12, 1 100 
Biochemistry...........:-. 8 83 6.6 2.4 100 
Pharimacology.an. a: 33 50 1225 4.5 100 
Microbiology.............. 55 P| 12 6 100 
Ratholocye se 74 10 13 3 100 








Source: MacFarlane, J. A., et al., Medical Education in Canada, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 6. 


The teachers in clinical fields also face a long and expensive training: 
“| most teachers will be required to achieve the Fellowship in the 
Royal College, and will have acquired particular knowledge in the narrow 
field of a specialty. A majority will have had some training in research 
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methods, in either a basic science department or a Clinical Investigation 
Unit. They will have spent four to six years in training after the pre-registra- 
tion Junior Interneship”’.* 

The salaries of the medical faculty are the responsibility of the uni- 
versity, although in the past few years substantial assistance has been re- 
ceived from the Medical Research Council for medical research associates. 
In addition, financial support for full-time clinical staff has been forthcom- 
ing from Canada and United States foundations and voluntary associations. 
Salary scales in the various departments of Canadian medical schools vary 
according to the university, but in 1961 they were as follows:? 


Department Heads 20.55...) ccseccclcescsesseees $11,000 — 18,000 
IEOPESSOUSS n.d ee oe. 10,500 — 17,000 
ASSOCIATS-PLOTCSSOLS) cics.scscnigucs heosnntcdaeveccdonys 8,500 — 12,300 
WNSSISCAMIE PFOLCSSOES. «5.0; .ssee sc sucossshesseuesseones 6,500 — 10,000 


These salary ranges reflect the substantial improvement in university 
salaries in recent years, but for teachers in the basic science departments of 
medical schools who hold both the M.D., and Ph.D. degrees who cannot 
supplement their university stipends the investment in time and money 
required to qualify for them is an unattractive prospect. 

The introduction of the Hospital Insurance and Diagnostic Services 
Act affected the relationship between medical schools and teaching hospi- 
tals. The teaching hospitals have become less dependent upon the financial 
support and the prestige of the medical schools. Today it is difficult for some 
teaching hospitals to accept the view of the medical faculty on matters per- 
taining to problems of professional service. The Act does not include the 
salaries of full-time faculty, and the appropriate fees of part-time faculty as 
a shareable expense. Nor does it include medical research which is so vital 
to good teaching. Another important element in the teaching of medical 
students is the hospital out-patient department where the student takes re- 
sponsibility for individual ambulatory patients under the guidance of his 
clinical instructor. Under the Act the provincial government decides if out- 
patient services are to be included as a shareable cost. Some have excluded 
them thus placing a strain on the financing of these services and the pro- 
vision of educational services in this department. 

The growth of plans for the prepayment of medical expenses has 
also affected the relationship between the medical school and the teaching 
hospital. With a growing proportion of the population covered by these plans 
it becomes increasingly difficult for medical schools to obtain charity patients 
for teaching purposes. With the possible growth in prepayment to cover 





1McFarlane, J. A., et al., op. cit., Chapter 9. 
2 Ibid., Chapter 5. 


3 Public funds are available for medical research through the medium of the Health 
Grants. See Chapter 10. 
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an even greater segment of the population, the medical schools face a serious 
obstacle to teaching. 

In order to meet changing needs, some Canadian universities have 
accepted a new approach to medical education. The University of British 
Columbia, Laval University, and the University of Montreal are organizing 
health sciences centres of which the teaching hospital is an integral part. 
These centres are based on the idea that although the various professionals 
working in the health field are trained according to distinct disciplines in 
separate departments of the university, their common purpose should pre- 
dispose them to work together. In order to do this they require a variety 
of paramedical co-workers. The environment in which this idea of a co- 
operative enterprise can be nurtured, and which promotes an understanding 
of the contributions which the various professional skills make in pre- 
vention, treatment and rehabilitation, is a health sciences centre. In the 
process of working together in the centre the various health professions would 
come to accept the idea of a co-operative approach to health problems. It 
might be claimed that such a centre would tend to be isolated from the rest 
of the university with the result that the health professions, while becoming 
technically more competent than they are under present teaching arrange- 
ments, will be so isolated from the community of scholars in other fields 
of learning that they will lack an appreciation of developments in these other 
fields. The assumption here is that such an appreciation is developed under 
the present system of medical education. A moot point indeed! 

One of the most serious problems facing those responsible for medi- 
cal education in Canada today is to ensure that the standards of medical care, 
which are such an integral part of everything the medical student is taught, 
are maintained in practice. The professional association and the licensing 
body seek to maintain these standards, but it is the responsibility of the 
individual practitioner to adhere to them in his day-to-day practice. There 
is an assumption that as a recognized professional the individual practitioner’s 
day-to-day actions will be open to the scrutiny of his colleagues who will 
expect him to live up to professional standards of conduct and practice. 
Only by doing so can the individual practitioner gain their approval and 
esteem. Without this acceptance by his colleagues he may find his earning 
power significantly impaired. The implicit concern of fellow practitioners 
provides the necessary controls for the majority of physicians, but as Clute 
has recently indicated with respect to general practitioners, such controls 
do not apply to a significant proportion of general practitioners whose prac- 
tice does not provide the standard of care which their professional colleagues 
and the general public expect.t 


1Clute, Kenneth F., The General Practitioner, Toronto: University of Toronto Press, 
1963, p. 461. 
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The Code of Hammurabi of about 2270 B.C. states that “If a physi- 
cian treats of man for a severe wound with a bronze knife and kill him, or 
if he open an abscess (near the eye) and destroy the eye, one shall cut off 
his hands”.1 This punitive approach to the control of standards of medical 
care has been superseded by the profession’s reliance on collegial control, 
but since the latter does not always produce the desired results, medical 
educators in Canada are experimenting with continuing medical education 
programmes. Their aim is to assist the practising physicians to keep in touch 
with recent advances in medical knowledge. As we have noted in a previous 
chapter of this report, the corpus of scientific knowledge is increasing in 
size at an accelerating rate.2 In fact, Robert Oppenheimer claims that today 
research doubles the body of scientific knowledge every ten years.’ This 
rate of increase in medical knowledge poses major problems for the educa- 
tors. Not only is it impossible for the medical student to master the details 
of all available knowledge, but new developments occur at such a rapid 
rate that the knowledge he does assimilate is quickly superseded by new 
developments. How, then, can the busy practising physician keep abreast of 
new findings in his particular professional field? He may try to do so by 
careful study of his professional journals, but if his services are in great 
demand, as are the services of most physicians in Canada today, the amount 
of time he can give to such study is quite limited, and in many cases non- 
existent. The practitioner may try to glean what new knowledge he can from 
the papers presented at his local medical society but as a source of new 
developments this approach has definite limitations. Some university medical 
schools—notably Dalhousie, Toronto, Laval, and British Columbia—have 
organized refresher courses for general practitioners but due to the difficulties 
faced by the busy general practitioner in leaving his practice, they reach 
only a small proportion of physicians. Regional Clinical Programmes are 
another innovation organized by the already mentioned medical schools. 
The local hospital is the focus of the programme, and with the co-operation 
of the local medical society, problem cases are presented to those attending 
by the staff of the hospital. These local programmes have had some success, 
and it is possible that they can provide one pattern for a system of con- 
tinuing medical education which is such an important factor in maintaining 
a high standard of medical care; a standard which may be under serious 
strain with a steadily rising demand for medical services.* 





1Code of Hammurabi as quoted by MacFarlane, J. A., et al., op. cit., Chapter 9. 
2? Chapter 3. 

’ MacFarlane, J. A., et al., op. cit., Chapter 9. 

‘The place of continuing medical education is discussed further in Chapter 13. 
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DENTAL PROFESSION 


The formation of the Canadian Dental Association in 1902 marked 
the beginning of a statistical system from which can be derived fairly reliable 
data on the number of dentists. However, information on supply does not 
indicate whether these numbers are adequate. We know that the profession 
has grown in size, but the population which it serves has grown at an even 
faster rate. 


Population-Dentist Ratio’ 


Ratios of this type usually conceal more than they reveal; some of 
their shortcomings have been noted in our discussion of the population- 
physician ratio. There is no doubt generally speaking that the better the 
ratio the more likelihood there is that the demand for dental care can be 
met. Comparison of ratios between countries with a similar social structure, 
and at approximately the same stage of economic development can give at 
least some indication of the relative position of individual countries with 
respect to the adequacy of the supply of various types of health personnel 
and in this case, the practising dental profession. 


Canada’s population per dentist ratio ranks low when compared with ~ 
those for some European countries. Table 7-10 shows that only four Euro- 
pean countries have ratios worse than our own. Of the 19 countries reviewed, 
Canada ranks fourteenth. 


Some idea of the provision of dental services on a regional basis 
is set out in Table 7-11, and shows significant variations between provinces, 
with seven provinces showing a lower standard than Canada as a whole. Three 
provinces, Albert, Ontario and British Columbia have ratios better than the 
national average but it is the ratios of the latter two provinces which bring 
the national ratio to its present level. 


Since its entry into Confederation, Newfoundland has experienced a 
considerable improvement in its ratio, but in the other provinces the trend has 
worsened.? These trends are shown in Table 7-11. 


1It will be noticed that in the population-dentist ratios quoted in the Tables which 
follow, there may be a difference of a year—i.e., in Table 7-10 the ratio of 3,032 is given for 
Canada for 1959. This is closer to the 1960 ratio of 3,025 quoted in the following Table 7-11. 
It depends on whether first-of-year or end-of-year figures for dentists are used to divide into the 
June estimate of population. McFarlane (i.e., Table 7-11) uses first-of-year figures; we use 
end-of-year figures. See also footnote 2 in Table 13-10, Chapter 13 of this Report. 

2The future supply of dentists is discussed in Chapter 13. 
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TABLE 7-10 POPULATION-DENTIST RATIO, 
CANADA AND SELECTED COUNTRIES, 1959 





Population 
Sey per Dentist 
Germany > Federal RDU] Co... occe.ccssesedorvesnnsereseoseen 566 
SS ACCES Ne oo a ARG A te So OU: © LC ARE ee an 1,497 
I NIGTRWEN oA ee N ReE et Rit Se Qteee er ete eo) nee i 1,528 
PRU URECiee eet te ee tee, prlgele en 6 he oe ae L162 
LUMI TCA aa a a, A a iOS 
J DSS TST eG, Re IRS, See aie? ac tt an cee, Ge A 2,006 
INE AC NG SR Ti en lt ees ORO Se 2,209 
SAC MING hl ee tne Me Stok mes akc 2,413 
ESSE CE TERM saree Se ae ok Weer ici EE, RR Ee 2,429 
iResaanlbeq tach eek Se, eee etre yt once oaths ea hee 2922 
(SCS a, Sa MES Le Eee 2,550 
‘SETA aha a8 ior See. eee wR 2 BG aa 2915 
[STERN C I sie CU Sane iN Aa ee as, ee ea PE ad 3,006 
GOEL Deg eee OSE oI Ae OP Oe 3,032 
Enclamdiatt Gd Wales sik chind moss o neonate Sosa 3,947 
TEC IL ET 1G 00g Ae Axe nds RL et Oe 4,294 
ENC oS Ay ha Ue Ge atie A aRe A NER AR EASE nce Re as 6,784 
| COPECO La ya cee a Rare i ae AE a PA ee ne OO 74,205 
* 





*Not available. 


SourRCE: Special compilation based on data from World Health 
Organization, Annual Epidemiological and Vital Statistics 1959, 
Geneva 1962, pp. 654-659, and Demographic Yearbook 1960, New 
York: United Nations, 1961, pp. 104-115. 


Graduates of Canadian Dental Schools 


The first three dental schools organized in Canada were not developed 
as part of a university though they all—the Royal College of Dental Sur- 
geons, Toronto; the Dental School of Montreal, Montreal; and the Mari- 
time Dental School, Halifax—had at least some connection with the local 
universities. Today these three, plus those which were subsequently organized, 
are faculties of recognized universities. The six dental schools! which are 
operating in Canada have produced 4,105 graduates since 1939. Approxi- 
mately seven per cent of these graduates came to study in this country from 
the Commonwealth and the United States. On the other hand between 1955 
and 1963, of all Canadian dental students, four per cent went to dental 
schools in the United States. How many of these returned to practise in 
Canada is not known.? 





* Located at Dalhousie University, Université de Montréal, McGill University, University 
of Toronto, University of Manitoba and the University of Alberta. 

*McFarlane, Bruce A., Dental Manpower in Canada, a study prepared for the Royal 
. Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 
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TABLE 7-11 POPULATION-DENTIST RATIO, BY PROVINCES AND CANADA, 
1881-1962 


Year | Canada 


1881...) 8,480 
1891...) 6,419 
1901... 4,100 
[Dit eee Ol 
19214) 2,783 
1931....| 2,569 
1938...) 2,646 
[Od (eae, 733 
1943e e714 
1944....| 2,678 
1945...) 2,638 
1946....| 2,644 
1947....| 2,671 
(O48 een 728 
1949....| 2,819 
1950....| 2,906 
1951,-\2,791 
{9052 0a 763 
195325) 772 
1954...) 2,802 
19558 855 
1956....| 2,898 
1957222934 
1958...) 2,985 
1959...) 2,969 
1960...) 3,025 
1961...) 3,047 
1962...) 3,108 


18,158 
16,714 
17,210 
155565 
11,969. 


11,970 
11,600 
10,643 
10,341 

9,391 


10,256 
10,667 
10,648 


*Not available. 


Source: Data supplied by the Canadian Dental Association. 





Province 


4,260 
4,028 


3,036 
3,100 
3,394 
3,214 
3,956 


37250 
35206 
35000 
Se 300 
3,207 


3,241 
3,200 
3,394 
3,030 
2,970 


2,886 
3,030 
2,920 
2,912 
3,030 


2,886 
Shove 
3,608 





SE. 
3,401 


3,185 
3,248 
3,247 
oh 
Seoul 


3,199 
35292 
3,378 
SiepAbe 
S7o11 


3,678 
37923 
35278 
35315 
3,348 


RB chur 
3,449 
24009 
3,670 
oro 


Riera) 
Cid Wed 
3,879 














* 


3,549 
2,012 


23109 
2,849 
229351 
2,828 
2,869 


2,908 
oF 10) 
Pee UA) 
2,944 
3,045 


3,154 
2,965 
2590) 
Bile 
3,088 


3,106 
aoe 
See 
3,504 
Ss lo2 


eh eal 
3,168 
O5207 





5,533 
4,139 


4,133 
4,390 
4,091 
3,920 
4,029 


4,078 
4,361 
4,272 
4,287 
4,297 


3,981 
S709 
3,815 
3,780 
4,005 


3,897 
4,046 
4,234 
4,211 
4,243 


4,724 
4,668 
4,794 


25002 


3,029 
23292 
3,069 


2,400 


2,408 
2,326 
2,204 
2,250 
2,283 


2,290 
2,203 
2,134 
P14 
2,163 


25 10m 
2,204 
22m 
PAN fo 
2,449 


2,400 
2,420 
2,406 


The capacity of our present dental schools for first year students is 
338, an increase from 202 in the academic year 1952-53. Any increase 
in the number of dentists in Canada depends almost solely on an expansion 
in the available places in the first years of dental schools. 
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The Migration of Dentists 


Unlike the medical professions, the inflow of new members into the 
dental profession as a result of immigration is comparatively small. The 
various provincial licensing regulations are partly responsible for this state 
of affairs.1 

While it is true that comparatively few dentists enter Canada as 
immigrants, it is also true that comparatively few emigrate. According to 
the Canadian Dental Association only 200 have left Canada since 1945, 
or approximately six per cent of the total number of dentists who have 
graduated from Canadian dental schools since that date. Of these emigrants, 
three-fifths went to the United States.? 


Death and Retirement of Dentists 


The death rate of dentists who are members of the Canadian Den- 
tal Association is approximately 1.2 per cent per year.2 We expect this 
rate to increase slightly in the next few years because almost one-third of 
the number of dentists now practising in Canada were born around the 
turn of the century. 

The number of dentists who retire in a particular year is difficult 
to determine. Many dentists continue to retain membership in their pro- 
fessional association after they have retired or become inactive in some 
other way. Furthermore, dentists, like physicians, tend to give up practising 
by degrees so that while some older dentists may give the appearance of 
being active in their profession, in fact, they are providing a limited amount 
of service. 

The British Dental Association reports that 12 per cent of its regis- 
trants in 1962 were no longer practising dentistry. In 1961 the American 
Dental Association reports 11.3 per cent in the same category.® In Canada, 
the Manitoba Dental Association reports 11 per cent of its registrants were 
inactive in 1962.6 However, an annual average of only 1.1 per cent of 
Canadian dentists report their retirement to the Canadian Dental Associa- 
tion.’ Obviously, this figure is too low. 


Geographic Distribution of Dentists 


Table 7-12 shows that a serious maldistribution of dentists exists in 
all provinces in Canada. This is true even in provinces with a comparatively 


1 This point is discussed further in Chapter 13. 
*McFarlane, Bruce A., op. cit., Chapter 2. 

8 Thid. 

4 Tbid. 

5 Ibid. 

® Thid. 

7 Ibid. 
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favourable over-all ratio. Thus, in Ontario there are some rural areas where 
the population-dentist ratio is as low as 20,892. Some urban areas too, suffer 
the same lack of dental services. Pembroke, Ontario, for example has a ratio 
of 10,000. Usually, however, the urban ratios are considerably more 
favourable than those in rural areas.+ 

Prince Edward Island is in a somewhat different situation in this 
regard when compared with the other provinces. Although it has a disparity 
in favour of urban dentists, the province is small enough for dentists from 
urban areas also to serve rural areas. 


TABLE 7-12 POPULATION-DENTIST RATIO, BY SIZE OF COMMUNITY 
AND PROVINCE 1960 

















Community Size Ratio of 

Province Sa Column 

Under 10,000 | Over 10,000 BtoA 

A B C 

Newroundlantieeemes cae cients 30,859 3,424 eo 
Princes d ward lsland .e ee eer eee 5,304 902 56 
ING VAESCOLIAN Seem tree ern me nee 5,146 25695 12 
Newa Bruns wicket tce cet ete eee eee 8 , 604 2,682 13 
HOUCDEC Rees rect rhe ites te ac ara ta iO 7,828 22938 iS 
OTITATIO See ees agen ae 4,136 Laebte 12 
MaTItO Dawe cent cree ere eon ne 9,145 2,041 4 
Saskatchewalleccn tt: checen eee ere 8,411 2,046 1:4 
BA bertae tent ee a ee ae eb es eames Lew 1,790 1:4 
NSTitisaC OUT Oldie eee ore acetates 32920 15933 1:2 
CANA DABAS edit lee oi eee ene ee 6,061 DA IS) bes: 








SourcE: McFarlane, Bruce A., Dental Manpower in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 


Specialization 


Many general dental practitioners “specialize”, but only 3.8 per cent 
of Canada’s dentists are qualified specialists.2 There are three recognized 
dental specialties in this country: orthodontics, oral surgery and periodontics. 
In other countries the number may vary. In the United States, for example, 
there are four additional specialties.® 

Between 1952 and 1962 there has been a moderate proportionate 
increase in the number of dental specialists, from 2.5 to 3.8 per cent. These, 


17bid., Chapter 3. 

2 The Province of Newfoundland does not certify any dental specialists. 

® McFarlane, Bruce A., op. cit., Chapter 3. They include paedodontics, prosthodenten 
oral pathology and public health. 
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even more than their colleagues in general practice, tend to concentrate in 
urban centres. Over three-quarters of the practitioners in each specialty are 
located in cities of over 250,000 population. Ontario has by far the largest 
share of these specialists with 54 per cent while Newfoundland and Prince 
Edward Island have none.+ 


Types of Practice 


In Canada dentistry is predominantly an independent, fee-for-service 
type of practice. It is perhaps the health profession least marked by salaried 
employment or the concentration of personnel in large groups. This manner 
of organizing dental service is accompanied by a generally inadequate level of 
dental health.” 

Forms of combined practice are found in dentistry—out of a sample 
of 216 dentists surveyed for this Commission approximately 30 per cent were 
engaged in other than solo practice.? Nevertheless the trend is not as marked, 
nor are the variations of combined practice so diverse as in the medical 
field. To a large extent dentists still retain their independent solo practice 
and even among those reported to be engaged in some form of combined 
practice, only 18 per cent share space, facilities and patients with colleagues. 
It is possible though that combined or group practice in dentistry has 
advantages similar to those found in group practice in medicine: the pooling 
of special skills, equipment, and ancillary personnel; opportunity for con- 
tinued education; and lower operating expenditures. 


Education of the Dentist 


According to Paynter® the six dental schools operating in Canada to- 
day, have a capacity for 338 first year students, or a total for the four years of 
the dental course of 1,352 students. An additional school with a first year 
capacity of 40 students is now being organized at the University of British 
Columbia. In the past the faculty of these schools consisted largely of prac- 
tising dentists who taught part-time. Although the proportion of full-time 
academic staff has risen from nine per cent in 1926 to 18.7 per cent in 1961, 
the fact remains that half-time and part-time staff today make up 81.3 per 
cent of the faculty of our dental schools. In 1958 in the United States 31.4 
per cent of the faculty were full-time.® 





1 Ibid. 

See Chapter 5 of this Report. 
8 Hall, O., The Utilization of Dentists, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964, Chapter III. 

* Ibid. 

5 Paynter, K. J., Dental Education, a study prepared for the Royal Commission on Health 
Services, Ottawa: Queen’s Printer, 1964, Chapter 5. 


® [bid. 
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Of the full-time staff 45.3 per cent have the D.D.S. degree only, and 
28 per cent have specialist qualifications. A further 18.7 per cent have a 
D.D.S. degree plus a Masters or a Ph.D. degree. Of the part-time staff, 85.5 
per cent have the D.D.S. degree only, 10.7 per cent have specialist qualifi- 
cations, and 0.6 per cent have a D.D.S. degree plus a Masters or Ph.D. 
degree.! 

These data indicate that the standard of dental education in Canada 
may not be as high as one might wish. No matter how dedicated the efforts 
of the present faculty, it is probably well-nigh impossible for them to main- 
tain the standards of dental education they desire. According to the Com- 
mission on the Survey of Dentistry in the United States the ratio of full- 
time to part-time faculty should be two to one.? In Canada this ratio is about 
one to five. The strain on quality is further accentuated when we consider 
that the ratio of full-time and half-time staff to students stood at 1:12.6 in 
1961-62. In his study of dental education in British Columbia, Macdonald 
recommended a ratio of 1:5.4.° 

The fact that a significant proportion of full- and part-time faculty in 
our dental schools have no training beyond the D.D.S. degree, is due in part 
to the limited opportunities for graduate study in dentistry in Canada. 
Furthermore, not all of our dental schools are considered to have adequate 
facilities to offer graduate courses. In fact, only two dental schools provide 
programmes to train candidates as research workers. While this lack con- 
tinues our present dental schools will be inadequately staffed, research will © 
be impoverished or negligible, and the expansion of existing schools and 
the building of new schools will be severely hampered. 

Of considerable importance in the organization of dental education 
in Canada today is the relationship between the dental school and other 
university departments especially the medical school. Dental schools rely 
on other departments, such as those in the biological and physical sciences, 
for student instruction, thus relieving them of adding to the school faculty 
members qualified in these fields. The medical school provides instruction 
in the basic sciences with the same result. 

The concept of the Health Sciences Centre, within which the basic 
sciences serving the field of health form a unit, is a possible means of over- 
coming the scarcity of qualified personnel, for in this way the basic scientist 
would instruct not only physicians and dentists but also those students in the 
paramedical fields requiring the same type of instruction.* 


1 Tbid. 

2 Commission on the Survey of Dentistry in the United States, The Survey of Dentistry, 
The Final Report, Washington, D.C.: 1961, American Council of Education, p. 309. 

8 Macdonald, J. B., A Prospectus on Dental Education, Vancouver: University of British 
Columbia, 1956, p. 53. 

4 Dental education is discussed further in Chapter 13. 
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NURSING PROFESSION 


Unlike medicine and dentistry, nursing is practised mainly in an 
institutional setting, the hospital. Most other nurses are employed by public 
or private agencies with few practising independently. In the early part of 
this century the practice of nursing was more independent than it is today; 
in those days the nurse usually worked alone providing care in the home 
ranging from the actual care of the sick to the care of the children. Today, 
the hospital nurse performs a wide variety of duties many of which were 
unknown at the beginning of this century. She generally no longer cares for 
one patient in the home, but serves rather as a member of a team caring 
for a large number in a hospital. As the independent practice of nursing 
diminished, nursing procedures became more specialized and technical. Many 
of these procedures were formerly the responsibility of the physician: 


“Physicians are delegating increased responsibilities to the professional 
nurse. World War II gave impetus to the use of nurses for carrying out 
certain procedures,—e.g., giving intravenous fluids—formerly performed 
by the physician. Today the nurse when adequately trained is able to act 
on her own initiative in taking emergency measures—e.g., relieving respira- 
tory distress—for the care of postoperative or other critically ill patients. 
With development of new techniques, she will be expected increasingly to 
perform highly specialized tasks .. .”1 


There is little doubt that the role of the nurse is changing to meet 
the realities of the current health scene. These changes are a challenge to 
the profession for they have a direct bearing on the attractiveness of nurs- 
ing as a career, and on the supply of nurses to meet our health needs. They 
also have a significant impact on the education of nurses and on the quality 
of nursing care.” 


Population-Nurse Ratio 


An approximation of the number of nurses in Canada can be obtained 
from statistics of registration but the limitations of such an estimate should 
be borne in mind. Licensing and registration of nurses are a provincial 
responsibility. The requirements vary from province to province. For ex- 
ample, in Newfoundland, Prince Edward Island, Quebec and Manitoba 
nurses who wish to practise must register with the provincial nurses’ associa- 
tion and obtain a licence. In other provinces, a diploma nurse can work as 
nurse without registering. In the four provinces with licensing systems, there- 
fore, statistics theoretically include all nurses who are actively practising 


1U.S. Department of Health, Education, and Welfare, Toward Quality in Nursing, Needs 
and Goals, Washington: United States Government Printing Office, 1963, p. 4. 
2 The changing role of the nurse is discussed further in Chapter 13. 
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while in the other provinces the statistics do not necessarily cover all active 
nurses. In addition, nurses who have qualified may maintain their registra- 
tion even though they are not practising. The foregoing indicates that statis- 
tics dealing with registered nurses do not provide a complete record of active 
and inactive nurses, but they can be useful in indicating trends. 

The number of nurses registered in Canada has increased substan- 
tially over the post-war period. As shown in Table 7-13, 27,853 nurses were 
registered in Canada in 1941. Twenty years later in 1961, there were 78,340 
registered, an increase of nearly threefold over the period. The more im- 
portant part of this increase has taken place in the decade 1951-1961; in 
that period, the percentage increase amounted to nearly 80 per cent. 

Along with the growth in the number of registered nurses has gone 
an improvement in the Canadian population-nurse ratio. As can be seen from 
Table 7-14, the population-registered nurse ratio has steadily declined until 
by 1962, there was one registered nurse for every 220 Canadians. 

One piece of evidence relating to the growth of the supply of nurses 
practising their profession, as opposed to maintaining their registration is to 
be found in the decennial Census of Canada. These data are presented in 
Table 7-15 and show that between 1941 and 1951 the number of nurses 
reporting themselves as actively engaged in the practice of their profession, 


TABLE 7-13 NURSES REGISTERED, ANNUAL INCREASE IN REGISTRATION 
AND NUMBER OF GRADUATES, CANADA, SELECTED YEARS, 1941-1961 














Number of Increase Number 
Year Nurses in of 
Registered Registration Graduates 
[OA LR Pete ete Winckel als. chat re een MCN 21,853 — == 
TOSCO Nee en ree, eee ee ie eee 41,088 — 4,068 
1:95 [Pepe Peay Wai Wea teeta or eet, er crs 43 ,924 2,836 4,349 
1S to 2 os Yoercted adel cancshet Seeien reud aechn Phaoioe a ee no a 43 ,880 —44 4 ,452* 
TOSS Rae eee taht. he ee oct ae ince eee Ale 75 3,895 4,555” 
LOS AR Wr Rete ote cto eae A ee ee 50,131 2,356 4,658* 
LOSS eee dee ete tae tt sf cg Pond ar ce ae 54,518 4,387 4.761% 
1956. 2h the tree: Ae Ser eee, Bee Beko 59,419 4,901 4,866 
[OS errata. Raat ag, 2 iNet oot ia ie. 60, 864 1,445 5,034 
LOS Sarees rao eet atte eer anee? 64,666 3,802 5,244 
1959 Gee EN GLa eae eA ca te eta e e Rea 68 , 502 3,836 5,670 
USO ercce Ae eet de a Fm Aa) eerie eee Tae 4,383 5,483 
196 Lee ee ete cen ee ee 78,340 5,455 6,004 





*Estimated. 


Source: Based on data supplied by the Canadian Nurses’ Association. 
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TABLE 7-14 POPULATION-REGISTERED NURSE* RATIO, CANADA AND 
PROVINCES, SELECTED YEARS, 1941-1962 























Province 1941 | 1951 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 | 1962 
Newfoundland.............c...0..60088. — —= | 612 |) 654 | 592 | 555 | 531 | 506 | 478 | 449 
Prince Edward Island.............. 805.) 268) 268 247-259). 262) | 252.) 234-226 | 235 
BNOVA. SCOUA ... cases enh ce ocawtes 558 | 336 | 353° | 319 | 342 | 326 | 321 | 308 | 274 | 258 
INew Brunswick.............ccc00608+ 713 | 395 | 348 | 342 | 340 | 310 | 289 | 268 | 244 | 228 
NUS SC iae ee eo ee 787 | 491 | 453 | 450 | 437 | 433 | 429 | 418 | 394 | 360: 
SITET ae ge 257 |. 216 | 200 | 191) 198) 191 | 179 1 176 | 165-) 162 
SEN CTICG 6 Fe age Aiea A347 3256) 307 1 Sil 7308) 257 247 | 24 
AS KAUCIC WOT. ooo: Saceascecedcensnsnoes 736 | 3647) 301 | 282) 269 | 251 | 269 | 247 | 245 | 235 
0 SST a 541 | 395 | 357 | 340 | 337 | 321 | 301 | 296 | 289 | 207 
British Coluimbia..............0c0.. 288 | 274 | 253 | 203 | 208 | 201 | 209 | 193 | 192 | 190 

CANIAID AUG be sa AIS WBI9 W288 e271) 273") 264255 112457 233" |) 220 











*Registered nurses working in the Northwest Territories or the Yukon would be registered’ 
in one of the provinces. 


SourcE: Based on Table 7-13 and data obtained from the Canadian Nurses’ Association. 


either full-time or part-time, rose from 21,171 to 35,129 while by 1961 
this had increased to 61,699.14 Thus, about 80 per cent of registered nurses. 
were in practice in the decade 1951-61. On the basis of census data the 
population-practising nurse ratio improved from 399 in 1951 to 296 in 1961.? 

It is evident that registrations, while indicating the trend rate of 
growth in supply, are not a reliable indicator of the number of nurses prac- 
tising at a particular moment of time. Table 7-13 makes this clear. While 
the number of graduates increased steadily in the period 1951 to 1961, 
the number of nurses registered changed quite abruptly. In 1952, there were: 
fewer nurses registered than in 1951, yet in 1952, 4,452 nurses graduated. 
Again, in 1957 the increase in nurse registration was only 1,445, although 
5,034 nurses graduated. There must be some variable operating here that is. 
not revealed by the data. Is it possible that during the preceding few years. 
of high employment levels some nurses gave up jobs which had been relied 
on for extra income? Significantly, in 1958, after a year of recession, the 
number of nurses registered increased by 3,802. Evidently, the number of 
qualified graduate nurses actually working at any given time is somewhat less. 
than the number registered, but by how much less is difficult to establish: 
without knowing a good deal more than at present of the social reasons for 
the changes in the rates of participation in the labour force. 


1A registered nurse is one who has met specified qualifications for admission, and has. 
been entered in a register of nurses authorized by a provincial statute. An active nurse is one: 
who is registered and practising as a nurse. 

2 Ratio based on Table 7-15. 


266 THE EXISTING HEALTH SERVICES COMPLEX 


TABLE 7-15 NUMBER OF ACTIVE AND REGISTERED NURSES, 
CANADA, CENSUS YEARS 1941-1961 








Active Nurses as 





Number of Number of Active 
ee Registered Nurses | Nurses (Census) Re he es rece 
[OATES ee cee Oe eee IAL eS Xba he 76.0 
{O51 ental tana teeee ee 43,924 35,129 80.0. 
196 [oc xte ere eee eae 78,340 61,699 78.8 





SourcE: Table 7-13 and Dominion Bureau of Statistics, Census of Canada, 1961, Vol. III, 
Part 1, Labour Force, Ottawa: Queen’s Printer, 1963, Table 6. Census of Canada, 1951, Vol. V, 
Labour Force, Ottawa: Queen’s Printer, 1953, Table 10. Census of Canada, 1941, Vol. VI, 
Earnings, Employment and Unemployment of Wage-Earners, Ottawa: King’s Printer, 1946, 
Table 6. 


Although the Canadian population-registered nurse ratio has im- 
proved in the post-war period, as Table 7-14 indicates, this improvement iS 
more pronounced in some provinces than in others. Ontario and British 
Columbia have the most favourable while Quebec and Newfoundland have 
the least favourable ratios consistently throughout this period. Improvement 
in the ratio is evident in every province with Prince Edward Island, New 
Brunswick and Saskatchewan showing the greatest gains over this period. 
If we can assume that registration statistics reflect at least the relative position 
of provinces with respect to full-time active nurses, Table 7-14 shows that 
Canada suffers from a shortage of nurses in certain regions.* 

The Canadian population-nurse ratio however is high in comparison 
with many other countries. Table 7-16 shows that only four of the selected 
countries in 1959 were reported to have better ratios than our own, while 
the remainder had a less favourable ratio. There are certain limitations 
to these data, however. Some data are estimates, but more important, cate- 
gories of nurses, as defined by their training and professional activities, have 
different meanings among western nations. Nurses considered to be auxiliaries 
in one country might appear as professional nurses in another. 


Graduates of Canadian Schools of Nursing 


The major sources of the supply of nurses in Canada are hospital 
and university schools of nursing. Table 7-17 provides data on student 
enrolment and indicates large increases in both the numbers of students 


1The future supply of nurses is discussed in Chapter 13. 
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TABLE 7-16 POPULATION PER NURSE RATIOS, CANADA 
AND SELECTED COUNTRIES, 1959 











Population 
Counay Per Nurse 

SV OCe arene Pete Cite Me eee newntl ncasiviso sae suackes 122 
Germany Pedetal Republicn i. a0 iickccsdeccnuceese: 136 
INTE gS E FG I ik Rar Sve 215 
Svat Stanley Rede ccc, Sienck Seats ausacbanetrsoun cde 249 
CONRAN BAe TM ce MOOR a BAO iniorts. Hea Roa Hide 
| DYSTe D016 e aN y S Aige ne eB ei SE Ee RIO 2a7 
Mal CDG Mert cs acl rep eee oat “cles nective isnsadke eee meee 278 
LOTTE C SS (2 RR aA ed 294 
BNSC ESTEE ese con, AGRO Rot nee en 366 
/ CSTE aR a ARG Be ee A es nt 453 
Boglandiend Wales 62.6 iste t asec eiadeees. 471 
Tiel BO a er aR REI Oe 536 
|S OUI EYG hi a eae eG AP eee ee ie ae ane 815 
A Ly Rete Me ston ctf ot ce ec ea Pc caine cede tena 952, 
(GOS CS RE icici oe Ra NE va aaron caudal TRE atoadte 1,207 
| RYON 101 ce Sea rats A © oT ees OE em re er eh 2,799 
SS [eee A elt beeen ene Pectin Boe OR —t 

7 BYS ETS 7 a aie ACJ eR Ge a —tT 

INTIS RE SS | Na ra Ean 7/5 OM TO en —f 


* From Table 7-14. 
+ Not available. 


Source: Table 7-14 and special compilation based on data 
from World Health Organization, Annual Epidemiological and Vital 
Statistics 1959, Geneva; 1962, pp. 674-680, and Demographic Year- 
book 1960, New York: United Nations, 1961, pp. 154-261. 


and graduates. A crucial question, however, is whether the number of 
students enrolled and, therefore, the number of graduates is increasing as a 
proportion of the junior matriculants from which nurses are recruited; Le., 
the number of girls becoming nurses as a proportion of those who could 
become nurses. To obtain this information the number of girls entering nurs- 
ing was taken as a percentage of the number of female students having 
junior matriculation, and therefore qualified to undertake nurse training 
in a particular year. Table 7-18 shows that this percentage has declined from 
23.19 per cent in 1944 to 10.78 per cent in 1961. The general trend 
in the number entering nursing has been upward, but has increased at a 
considerably slower rate than the growth in the number of female students 
with junior matriculation. For example, the percentage rate of increase 
in the number of students entering nursing between 1951 and 1961 was 46 
per cent, while the increase in the number of girls with junior matriculation, 
_ over the same period, was 170 per cent. 


74563—19 
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TABLE 7-17 ENROLMENT IN CANADIAN NURSING SCHOOLS 
CANADA, 1930-1961 











Year Total Graduates 
Enrolment 
1930 Se teats Siesta 9,088 ms: 
1039 Aepeeri de ani, Sa neet 8,500 ra 
1945 Gee eee 124151 ae 
1946 Bae eae 12,880 =F 
{94 oor eee 126812 i 
{OAS eae em ee cee 135273 aee5 8 
1 949 Meee ee ee eee 14,115 ms 
1050 es ee 14,811 —— 
[O58 eee ee ct see 15,457 i 
1952 te ee ee 15,423 ae 
[OSS ee ee... eee 15,434 =f 
1954292 Ae eee 15,883 a 
1 O55 see hs ie 17,369 7 
1956 Neve cl ee eee 17,948 4,866 
19S ree te weno 18,500 5,034 
[O5 82a wew ck ae ee 18,168 5,244 
1959 eS re ees 197357, 5736/0 
LOGOS Cree Oo eee: Deno) 5,483 
196 iter ie sot ee 22;oeb 6,004 





+ Not available. 


SourcE: Data supplied by the Canadian Nurses’ Association. 


The evidence suggests that there are more than enough young 
women who could become nurses and that a sizeable number of young 
women actually chose this career. In view of present and future needs there 
is still a problem of obtaining more recruits for the nursing profession. In 
the light of the attractive alternatives open to young women, if the per- 
centage enrolling in the nursing schools is not to decline to a level where 
it significantly affects the supply of nurses, we will need a fresh and imagina- 
tive approach involving recruitment, education and utilization of the nursing 
profession.* 


Migration of Nurses 


The supply of nurses is increased each year by net migration as 
well as by the number of new graduates. Immigration and emigration fluc- 
tuate according to people’s evaluation of the relative opportunities in other 


1These matters are discussed further in Chapter 13. 
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TABLE 7-18 NUMBER AND PERCENTAGE OF FEMALES WITH JUNIOR 
MATRICULATION ENROLLING IN SCHOOLS OF NURSING, CANADA, 











1944-1961 

Number of Number Percentage 

Vear Female Students Enrolling Enrolling 

with Junior In Nursing In Nursing 
Matriculation* Schools Schools 
is soncenas dbase 21,709 5,035 23.19 
SS ee ee eee 22,802 4,536 19.89 
OS ee ene 23,462 5,160 21.99 
eee 24,181 4,929 20.38 
NN 5 6 OR ose 23,739 4,954 20.86 
Oe ae 27,005 5,320 19.70 
RN ee cK hice 27,448 5,743 20.92 
IS aie eee 28,997 5,754 19.84 
ola 37,393 6,270 16.50 
OG ae 39,455 6,377 16.16 
pote 49 ,466 6,385 12.90 
i hi Siscctiden 58,441 6,895 11.79 
2) sal Scsckiee sis 66,956 6,994 10.44 
oases hbk soidives 70,656 7,666 10.84 
Sian ceirntscsnace: 78,162 8,428 10.78 


*Students graduating with Junior Matriculation from private schools are not included 
except for the years 1957-1961. 


Source: Data supplied by the Canadian Nurses’ Association. 


countries and this makes difficult the estimate of trends. The greatest draw- 
back of the immigration statistics is that prospective immigrants indicate 
their intended occupation before leaving their country of origin, and there 
is no follow-up after arrival to ascertain that they have actually obtained 
work in this field. 

The record since 1953 of immigration to, and emigration from Canada 
is shown in Table 7-19. Column 3 shows the number of people entering 
Canada who indicated they intended to practise nursing. There is no way 
of knowing if these intentions became a reality. Some of this number may 
have taken other jobs. Even if we can assume that the total in Column 3 
represents the number of immigrants who practised nursing, the loss of 
Canadian nurses to the United States was so great that, as shown in Col- 
umn 5, the net gain over the period 1953 to 1960 was only 553, not including 
those Canadian nurses who emigrated to countries outside North America. 
Because of our high level of emigration of nurses to the United States, Canada 
has to train more nurses for our minimum domestic requirements. 

These data indicate that Canadian nurses are in great demand else- 
where, and that they willingly respond to such opportunities. It has also been 
presented to us that there is substantial movement of nurses from province 
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to province. This high degree of mobility creates special problems for less 
urbanized provinces and regions from which there is a constant drain. 


TABLE 7-19 MIGRATION OF GRADUATE NURSES INTO AND OUT 
OF CANADA, 1953-1960 














(1) (2) (3) (4) (5) 
Immigra- 
Year Immigra- | tion from Total |Emigration Net Change 
tion from Other Immigra- to —_ 

U.S.A. | Countries tion U.S.A.* (1)-(4) (3)-(4) 

1953 cee eee ee a 98 1,483 1581 951 — 853 630 
1954 yee Sree ae 83 1375 1,458 940 — 857 518 
19S 5 eet eo er te 71 ie ld6 | 2a! jl ep ypag —1,156 0 
1OS6 oe eer eee. 61 1,187 1,248 1,388 —1,327 — 140 
LOS [eee eee te eee 58 1,671 e729 Be555 —1,495 176 
1958 cate eon rno irs 105 1,040 1,145 12376 —1,271 —231 
1959 Seere ome a entiay 97 976 1,073 1,343 —1,246 —270 
1900 Lae oe ees 119 | 1,290 1,420 —1,301 — 130 
(POTAL eee 692 10,059 10,751 10,198 —9,506 203 











*Includes student nurses. This represents a 3 per cent over-estimate in the number of emi- 
grants. 


SourRcE: Data provided by the Department of Citizenship and Immigration. 


Marriage and The Nursing Profession 


As with other predominantly female occupations, a large number 
of active graduate nurses are married. This has consequences for the supply 
of nurses as substantial numbers of qualified nurses withdraw from the 
profession in order to marry and raise a family. Data are not available to 
indicate the annual rate of withdrawal for this reason, nor to show the 
subsequent return of married nurses into the profession. We cannot, there- 
fore, ascertain the balance between this type of outflow and inflow. But as 
Table 7-20 indicates an increasing proportion of active nurses are married. 
Between 1951 and 1961 it rose from 25.3 per cent to 46.5 per cent. This is 
a reflection of a general trend in the employment of married women as is 
evident for a selected group of occupations in the same table. 


Nature of Employment 


A major factor in the adequacy of the supply of nurses is their distri- 
bution in the various employment areas. Table 7-21 shows that private duty 
nursing has proportionately decreased as an area of nursing activity. The 
table also shows that nurses in public and occupational health are not 
increasing at the same rate as in other categories. 
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TABLE 7-20 NUMBER AND PERCENTAGE DISTRIBUTION OF MARRIED 
FEMALE LABOUR FORCE BY SELECTED OCCUPATIONS, 1951 AND 1961 




















Total Married 
Occupation 
Year Number | Number | Per Cent 
COO MNCACIONS ios che: 2.550 eek eta ee ata 1951 74,319 15,289 20.6 
1961 118,807 49,271 41.4 
ENESOS? GTACUALE) .csccpesc igus colevvobseeetchiontdom ens 1951 34,270 8,685 25:03 
1961 59,345 27,608 46.5 
PNOESES-110= TPAUMIMNG : ...ci0s.snccsiet ov. crisasanssietatosvitads 1951 15,581 129 0.8 
1961 22,667 468 Deal 
Therapists—Phys. and Occup..........000...00..000.. 1951 —* —* —* 
1961 2,044 834 40.8 
Technicians—Medical and Dental.................. 1951 —* —* —* 
1961 9,085 2,835 31.2 
LOGIC LET eae a0 ey ene I mnen me ee” 1951 1,100 201 Seg) 
1961 1,849 666 36.0 
Social Welfare WOLrkKeTS....2......06 ccc. scosse nese senten 1951 DISS 604 23.9 
1961 5,784 1,940 335) 
Stenographers. and, Typists..........00.6.000. fence 1951 133,485 31,665 Dial 
1961 160,843 67,654 42.1 
Nursing Assistants, Stenographers and Aides 1951 —* —* —* 
1961 49 ,376 23,197 47.0 

















*Data not available. 


SOURCE: Dominion Bureau of Statistics, Census of Canada 1951, Vol. IV, Labour Force, 
Ottawa: Queen’s Printer, 1953, Table 11, Dominion Bureau of Statistics, Census of Canada 1961, 
Vol. Ill, Part 1, Table 17, Ottawa: Queen’s Printer, 1963, pp. 17-241 and 17-243. 


As the hospitals have increased in importance as centres of modern 
treatment, they have expanded as centres of nursing employment. In 1930, 
about 60 per cent of the registered nurses were recorded as being in private 
duty employment; by 1960, this type of nursing employed about 9 per cent 
of all registered nurses. The increase in the proportion of nurses found in 
hospitals has been accompanied by a substantial increase in the nursing com- 
plement. In 1941, the public hospitals reporting annually to the Dominion 
- Bureau of Statistics enumerated 7,835 nurses; by 1958, the number had risen 
to a total of 28,925 full-time nurses and 4,136 part-time. During the period 
1954 to 1960 the total nurses employed in mental institutions and tuber- 
culosis sanatoria rose only slightly from 6,698 to 7,677. Because of the 
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reduction of nursing hours and the elimination of the split shift it has been 
necessary to increase the number of nurses more rapidly than the number 
of hospital beds. Thus, although the increase in the nursing staff of public 
hospitals has outstripped the increase in the provision of hospital beds, 
some authorities still claim a shortage of nurses in Canada particularly in 
some areas.* 


Education of Nurses: Hospital Schools of Nursing 


Today there are four main educational programmes for nurses and 
nursing auxiliaries in Canada: the university programme undertaken by 
17 university schools of nursing, the hospital programme operated by 171 
hospital schools of nursing, the nursing assistant programmes of which there 
are 79 across Canada, and the psychiatric nurses’ programmes of which 
there are 8 all located in the western provinces. 

The first organized nursing schools were established in Canada late 
in the last century and were patterned after the Nightingale system which 
was first implemented in connection with St. Thomas’s Hospital in London, 
England.? There was one significant difference, in that St. Thomas’s 
Hospital School was an independent institution whose students were not part 
of the hospital staff. In the Canadian schools, however, the students were 
required to provide service to the hospital of which the school of nursing 
formed a part. The education of the nurse was subordinated to the service 
requirements of the hospital. It should be observed that this system made it 
possible for many thousands of young women to obtain a professional educa- 
tion without direct cost. In its essentials this pattern still prevails although 
educational standards have improved since it was introduced. It is note- 
worthy that as early as 1932, in his study of Canadian schools of nursing, 
George M. Weir recommended that schools of nursing be removed from 
the control of hospitals and placed under the control of the educational 
authorities of the provinces.? The demand for such a separation has risen 
progressively since that date.* 

The extent to which education and service has been mixed can be seen 
from the financial data relating to the cost of nursing education in a few places 
where such records have been kept. One such estimate is obtained from the 


1For a discussion of this point see Chapter 13. 

2 Gibbon, J. M., and Mathewson, M. S., Three Centuries of Canadian Nursing, Toronto: 
Macmillan Co. of Canada Ltd., 1947, p. 144. 

3 Weir, George M., Survey of Nursing Education in Canada, Toronto: University of 
. Toronto Press, 1932, p. 471. 

See, for example, Mussallem, H. K., Spotlight on Nursing Education, The Report of 
the Pilot Project for the Evaluation of Schools of Nursing in Canada, Ottawa: Canadian 
Nurses’ Association, 1960, p. 89. Canadian Nurses’ Association, brief submitted to the Royal 
Commission on Health Services, Toronto, 1962, pp. 29-30. 
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schools of nursing in Saskatchewan.1 Table 7-22 shows that the average 
gross cost per nursing student was $1,500 in 1954 with a range of $1,285 
to $1,862. This includes such expenditures as the cost of instruction, sup- 
plies, depreciation, general administration, etc. The value of the student’s 
service when deducted from the gross cost indicates average net cost. Again 
from Table 7-22, the average net cost to the hospital is $228 per student.? 
These cost figures for the hospital schools of nursing do not fully reflect the 
quality of the nursing programme offered. The number of students is a factor 
which can significantly affect the gross cost of any particular hospital school. 

Unlike the financing of other educational institutions in the provinces, 
which are the responsibility of educational authorities with a clear concep- 
tion of the aims of educational programmes, the schools of nursing are an 
integral part of a service institution and financed as such. It is worthy of 
note that one of the results of the introduction of the hospital insurance 
programme was to remove part of the costs of nursing education from 
hospitalized sick people to all taxpayers. 
| The lack of qualified teachers is a critical problem facing nursing 

education today. Table 7-23 shows that approximately 35 per cent of 
instructors in hospital schools of nursing are graduates of the hospital three 
year diploma programme with no additional training as teachers. A further 
37 per cent hold one year post-basic certificates or diplomas, and 28 per 
cent hold B.Sc. or higher degrees. Only the last named group can be con- 
sidered to be adequately trained for their hospital school teaching position. 
In the United States only one-fourth of teaching nurses lack an academic 
degree.? 

One of the difficulties of achieving stability in the educational 
programme of nurses is the rate of turnover among faculty members. 
Ontario’s experience, for example, suggests that 62 per cent of instructors 
have held their position less than two years. 

The range of courses taught in the three-year programme of nursing 
education in Canadian hospital schools of nursing is, to put it mildly, 
fragmented. As many as 68 separate courses may be offered in the three 
years; it is not hard to imagine the content of such courses.* 

Probably the most significant aspect of the whole programme for 
the student nurse is her actual nursing care or clinical experience. The clinical 
experience shows a wide variation in quality, due, in large part, to the fact 





1 Wilson, L., Cost Study of Basic Nursing Education Programs in Saskatchewan, Regina: 
Saskatchewan Registered Nurses’ Association, 1958. 

2 The average net cost will vary according to the estimates of the costs of providing such 
services by other personnel. 

3U.S. Department of Health, Education, and Welfare, Toward Quality in Nursing, 
Needs and Goals, Washington: United States Government Printing Office, 1963, p. 9. 

*Mussallem, H. K., Nursing Education in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter III. 
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TABLE 7-23 ACADEMIC PREPARATION OF FULL-TIME INSTRUCTORS 
IN SCHOOLS OF NURSING, 1959, 1960, 1961 











25 Schools of 


BR NE 171 Schools 171 Schools 
Pilot Project of Nursingt of Nursingt 
(1959) (1960) (1961) 


Academic Preparation 


Number |Per Cent] Number |Per Cent] Number |Per Cent 





cee | SRS | a | | ee | Pee es ae ea 


INorPrepalra Onesie tener 82 30°79 448 31.0 ee 34.9 
One-Year: Diploma......................036 116 43.8 625 44.0 568 3 Tez 
BSc Dertee teak signee aii pA Be) 319 22.0 394 25.8 
Master Si DGGree oi c.cct thee. atone 10 3.8 54 3.0 52 ps 

TOTAI es rent 2 265 100.0 | 1,446 | 100.0 | 1,526 | 100.0 


*Pilot Project refers to Mussallem, H. K., Spotlight on Nursing Education, The Report of the 
Pilot Project for the Evaluation of Schools of Nursing in Canada, Ottawa: Canadian Nurses’ Associa- 
tion, 1960, p. 45. 

{Data from Canadian Nurses’ Association Fact Finding Survey, Ottawa: the Association, 
1960. 

{Data supplied by the Canadian Nurses’ Association. 


that this aspect of the nurses’ training in Canada is determined to a great 
extent by the hospitals’ nursing service requirements rather than the nurses’ 
educational needs. 

Part of the nursing care required by patients provides the necessary 
clinical experience for the student nurse. But frequently when hospitals do 
not have an adequate number of nurses, they over-use students to meet 
demands for nursing services. In many cases these young women have not 
received sufficient clinical experience to provide adequate nursing service. 
The result: the patient is not given adequate care and there is interference 
with the nursing student’s educational programme. 

Some indication of the heavy load of nursing care carried by student 
nurses is shown in Table 7-24. What this table does not show is that a 
substantial part of the nursing service provided by students is done during 
night hours and largely without supervision. 

As long as nursing students contribute so large a proportion of 
nursing service in a hospital, it is doubtful if the educational objectives of 
the hospital school of nursing can be fully met without some major changes.* 
According to the World Health Organization: “It is felt essential that the 
student nurse be a student in fact and not only in name. A major 
difficulty in the way of the improvement in nursing education lies in the 


1A further discussion of hospital schools of nursing is contained in Chapter La: 
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fact that the majority of nursing schools are hospital schools in which the 
school has not obtained control of the students’ time, and in which the 
so-called nursing student is, in reality, an employee or apprentice. .. .”* 


TABLE 7-24 PERCENTAGE OF BEDSIDE CARE PROVIDED BY 
PROFESSIONAL, NON-PROFESSIONAL, AND STUDENT NURSES IN 
CANADIAN HOSPITAL SCHOOLS OF NURSING, 1961 





Province Professional Non- Student 
Professional 

~ SER RCTUT 7 | 1 a 28.6 19.0 52.4 
Mrmce: Edward Island. ........:.ccc0:-.000s0e0e000000000008 S302 30.3 36.5 
MM EO oi 2 uc ea bu euibiadssavonnsinc onesie 36.2 31.9 31.9 
Oo) SUA 0) ga 39.3 30.3 30.4 
MRC Ce ck mein Fu 86 id Srv stot chant 30.9 37.2 31.9 
MMM es Se nian me tates SSeS i de eres 40.7 33.8 25.5 
ORME yh ee ore eu sgei ac vediments tratraotes 36.7 37.0 26.3 
BEAR PEC IC WV AED 9 155 cone eo snsedeachccns dioRontoonv epee studs 3204 32.6 34.7 
OURS ae REO a ee eee 40.4 33.25 26.1 
Me ESET OMIT Ay cai scaedice conemacussebesnecersves cess 39.3 36.1 24.6 
UNS NTS SIRS RO ce ee ee goles 35.8 37-2 32.0 


Source: Mussallem, H. K., Nursing Education in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter III. 


Education of Nurses: University Schools of Nursing 


The first programme in nursing education leading to a B.Sc. degree 
was begun at the University of British Columbia in 1919. This was a five- 
year programme with the first two and the final years being taken at the 
University. The remaining two years were spent in training at the Vancouver 
General Hospital. Today there are 17 university schools of nursing in Canada 
of which 15 offer the B.Sc. degree. Of the latter number, seven offer basic 
degree courses comparable to those offered to other professions in which the 
faculty plans and assumes responsibility for the entire four-year course. The 
other eight universities grant the B.Sc. degree at the end of a five or six-year 
course, in which only the first and last years are controlled by the university. 
During the second, third, and fourth years the students are enrolled in hospi- 
tal schools of nursing. These universities, therefore, grant degrees to students 
over whom they have no control for three years.* We think the time has come 
for all university schools to convert to the basic four-year degree course.® 





1 World Health Organization, Report of a Study Group on Basic Nursing Curriculum, 
Geneva: the Organization, 1956, p. 9. 
*This point is discussed further in Chapter 13. 
3See Chapter 2, Recommendation 131. 
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In addition to those enrolling in these basic degree programmes a 
growing number of nurses who have taken the three-year hospital diploma 
programme are taking either a one-year post-basic certificate programme or 
a post-basic B.Sc. degree. 

Table 7-25 shows the number of students enrolled in these courses 
since 1945. A period of rapid increase up to 1947 was followed by one of 
general decline. Since 1953, a rapid rate of growth has once more been 
apparent. The proportion enrolled in degree programmes has increased some- 
what since 1945, but still remains at one-fifth of the total number of students 
in the post-basic university programmes. 

When the number of students in post-basic programmes is taken 
as a proportion of total nursing enrolment, it is seen to be almost insig- 
nificant. Only since 1960 has the percentage of students enrolled in post-basic 
B.Sc. degree programmes exceeded one per cent of total enrolment. If the 
number of students in both degree and certificate courses are taken, the 


TABLE 7-25 NUMBER OF STUDENTS ENROLLED IN POST-BASIC 
BACCALAUREATE DEGREE AND CERTIFICATE COURSES, 
AND PERCENTAGE OF TOTAL NURSING ENROLMENT, 
CANADA, 1945-1961 








Post-basic B.Sc. Degree Post-basic Certificate 


Year —_ 
Number Per Cent Number Per Cent 
TO AS i ee ae on ee eee a> 0.62 392 S523 
1OAG eae <i ee ee 87 0.68 462 3459 
1947) te el oe Fee ne 108 0.84 383 2.96 
(OAS ieee te crt eee eee 80 0.60 332 DOU 
1949 neck atl out GA nnd, Sind 86 0.61 393 258 
[O50 teh Oe Aaa Riri eM cet 61 0.40 395 DEO 
1.05 1 cebeheiee ch etka eee ce, eee. 65 0.42 379 2.45 
195 Gee ey Ls i eear sae meta et 59 0.38 423 2.14 
Be eb evs cet eee, Pe Re ees 719 Osi 450 2,92 
[OS ARR Ct ree Bree ns 97 0.61 495 3:12 
1955 coe, OA ue nee dial 0.64 534 3.07 
[95 Gee eee eae ee 109 0.61 561 3.15 
jE ew po oh i ee Rr ee oo 130 0.70 631 3.41 
LOS Se Maetene eich ta te. Keene keane 162 0.89 660 3.63 
159 Pee, ork oR eee at ok 183 0.95 671 3.47 
1960 Pere Merete irc ore ee i eee 244 esd hes 787 S70 
1 OG Lee ee em ee ae ae te 233 1.03 879 320 








SouRcE: Data provided by the Canadian Nurses’ Association. 
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percentage of total enrolment remains below 5 per cent. To these students 
must be added the even smaller number of graduate students working for 
their Master’s degree. In 1962 there were two universities in Canada, McGill 
University and the University of Western Ontario, offering a programme at 
the Master’s level with a total enrolment of 24.1 At the present time; these 
are the only sources of recruits for university personnel. 


Although the academic qualifications of faculty members are of 
vital importance to the standard of instruction, it is apparently an exception 
in university schools of nursing for the teaching staff to have a degree beyond 
the master’s level. In fact, 10.3 per cent have a university certificate or 
diploma, 42.3 per cent have a B.Sc. degree, and only 44.3 per cent have a 
Master’s degree.?. 


Supply and Education of Auxiliary Nursing Personnel 


Four other categories of personnel may be considered as part of the 
nursing occupation. These are nursing assistants, psychiatric nurses, midwives, 
and operating room technicians. 


There has been a rapid increase in the number of nursing assistants in 
Canada especially during the past decade. The number rose by 169 per cent, 
from 6,367 in 1953 to 17,140 in 1962. This latter number was produced by 
79 recognized programmes for the education of nursing assistants in the 
ten provinces.® In all provinces those responsible for these programmes claim 
that the qualifications of the entering students are well above the acceptable 
minimum. Apparently many of these girls, with some tangible encouragement, 
might be persuaded to take the basic nursing course, and will do so, particu- 
larly if the course is shortened to two years.* 


In the four western provinces of British Columbia, Alberta, Saskatch- 
ewan and Manitoba formal programmes are offered for the preparation of psy- 
chiatric nurses. The graduates of these three-year programmes may be licensed 
according to provincial acts. The programmes were instituted to meet the 
demand for qualified attendants to care for the mentally ill patient in mental 
institutions. Like the students in the nursing assistant programmes, those enter- 
ing the psychiatric nurse programme in general have qualifications higher than 
the minimum. We foresee the disappearance of these programmes.°® 


———_____— 


1 Mussallem, H. K., op. cit., Chapter IV. 

2 Ibid. 

8 Tbid., Chapter V. 

*See Chapter 2, Recommendation 129 and Chapter 13. 
5 [bid. 
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Another category of personnel which can be considered as part of the 
occupation of nursing is the operating room technician. However, today, 
there is only one hospital, the Winnipeg General, which prepares these 
technicians for work outside the training hospital; a few hospitals train them 
for employment in their own operating rooms. The course at the Winnipeg 
General Hospital is limited to ten students although the Director of Nursing 
at this hospital states that the demand for qualified students exceeds the 
supply.* 

This is one category in which males should be encouraged to enter, 
Surgeons complain that today there is too great a turnover in the operating 
room team. They ask for permanent operating room technicians. Higher 
salaries for males would attract them to qualify and seek a permanent career 
as operating room technicians.’ 

Midwives are trained at two universities in Canada. Since 1943 the 
University of Alberta in Edmonton has given an advanced course to prepare 
district nurses for obstetrical responsibilities. This is a course of 21 weeks’ 
duration beyond the graduate or registered nurse level. A similar course was 
begun at Laval University in September 1962.* We do not foresee any great 
demand for midwives except in the under-doctored areas. The pattern of 
going to hospital for delivery is too firmly established to disturb, nor would 
we advocate the change. 


PARAMEDICAL PERSONNEL 


The various paramedical skills have become a vital element in medical 
care; in fact the modern physician could not function effectively without 
them. These occupations will be discussed in Volume II of our Report. 
However, the following general comments will indicate their place in the 
provision of medical care, and the growth in their numbers. They include 
the dietitian, the laboratory technician, the radiological technician, the 
physiotherapist, the occupational therapist, the medical record librarian, 
the medical social worker and others. A significant feature of the work done 
by paramedical personnel is that each depends upon the physician for the 
initiation of orders which call his or her special skills into play. Furthermore, 
persons performing paramedical functions are traditionally and legally 
prevented from assuming the physician’s responsibility; they are dependent 


1 Mussallem, H. K., op. cit., Chapter V. 
2See Chapter 2, Recommendation 139. 


8 The education of auxiliary personnel concerned with nursing is further discussed in 
Chapter 13. 
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upon him for whatever degree of responsibility for patient care is turned 
over to them. The skills have largely grown up within the hospital for it is 
here that the technology, the technical equipment such as the diagnostic 
and therapeutic X-ray equipment, the laboratory, the occupational therapy 
equipment, and a vast array of other types of complex equipment are, in 
the main, located. It is in the hospital, too, that most patients requiring 
the use of this equipment are placed. These paramedical skills, therefore, 
must for the most part be practised in the hospital. 


Employment Trends 


Like other health personnel, working in all types of hospitals, the 
number of paramedical personnel has rapidly increased in the past decade. 
Between 1953 and 1960 their numbers rose from 6,182 to 10,083, or by 
63 per cent.1 If we look at public hospitals only, we see that for the group 
_ of paramedical occupations for which data are available, the rate of increase 
was even greater. Table 7-26 shows that, when compared in terms of the 
percentage increase between 1953 and 1960, these selected paramedical 
occupations increased at a faster rate than the total of all professional persons 


TABLE 7-26 NUMBER OF PERSONNEL IN SELECTED HEALTH 
OCCUPATIONS IN PUBLIC HOSPITALS AND POPULATION—PERSONNEL 
RATIOS, CANADA, 1953 AND 1960 





Population, Occupation 1953 1960 ea 

and Employment Number Number 1953-1960 
| TES ka 1 R00) 0) 0110 (0) 0 pee 14,845,000 17,870,000 20.4 
All Professional Persons Employed...... 371,000 578 , 000 55.8 
Female Professional Persons Employed 138,000 244,000 76.8 

Selected Health Occupations 

MO Tapers ake ov da0s le uvsvanecsSecnesielosde 965 T21 —24.7 
Medical Record Librarians.................... 634 713 12.5 
MEAOOTALOLY LECHMICIANS  ....c6cce..casdeecos-s 1,774 3,786 113.4 
Radiological Technicians..................0... 1,218 2,467 102.5 
LOSS OU 9) 0) (Sn 287 676 135.5 
Occupational Therapists..............s..:.00. 67 138 106.0 
BCCI IVOPIKCT S025 5 oi losec thelons iseocleieseae. 17 274 39.1 
LAGI ES AI Seley ire pe 5,142 8,781 70.8 





* Boyd, A., Paramedical Manpower in Canada, a study prepared for the Royal Commis- 
sion on Health Services, Ottawa, 1964, Chapter 2. 


282 THE EXISTING HEALTH SERVICES COMPLEX 


TABLE 7-26 NUMBER OF PERSONNEL IN SELECTED HEALTH 
OCCUPATIONS IN PUBLIC HOSPITALS AND POPULATION—PERSONNEL 
RATIOS, CANADA, 1953 AND 1960—Concluded 











Population-Selected Health 
Personnel Ratios 





1953 1960 

Number Number 

All Professional Persons Employed.................::::::cees 2,499 3,234 
Female Professional Persons Employed......................04. 929 1,365 

Selected Health Occupations 

Dietitians eee es eee, et eee, 15,383 24,580 
MedicaltR ecord: Librartans.cy csc otegeres rs eee eet 23,415 25 ,063 
Laboratory el eChnicialis seen) ene cece ee cee meres, 8,368 4,720 
Radiological echniciansi... 2 swans ee es tee ee: 12,188 7,244 
Physiotherapists ase xr eee ee 515725 26,435 
OccupationalalherapistSiy a. wen ee ec are IHN NOT 129,493 
SOCIAISWOLKElS See erect ene cote rene ee ee (Biya 65,219 
LOLA LS gies aa en ane act Ee Bae eee 2,887 2,035 


Source: Boyd, A., Paramedical Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa, 1964. 


employed. There were exceptions for some paramedical groups, notably 
social workers, medical record librarians, and dietitians with the last named 
showing a significant decrease in numbers. Since these are predominantly 
female occupations their percentage increase for the 1953-1960 period should 
be compared with the percentage increase in the female professional persons 
employed. While the increase for the whole paramedical group is less than 
that for the female professionals, the laboratory technicians, the radiological 
technicians, the physiotherapists, and the occupational therapists show a 
much greater increase. Another measure of the growth of these types of 
personnel is the population-personnel ratio. As Table 7-26 shows there has 
been an improvement in the ratio for all except two types of personnel, 
dietitians and medical record librarians. 

According to Table 7-26 Canada’s population increased by 20.4 
per cent between 1953 and 1960. However, Table 7-27 shows that during 
the same period the average daily number of patients rose more rapidly, 
38.9 per cent. On any given day in 1953 there were 11 patients for each 
paramedical person employed, with this proportion dropping to nine patients 
per paramedical person in 1960, an improvement of 22.2 per cent. 
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TABLE 7-27 AVERAGE DAILY NUMBER OF PATIENTS PER 
PERSONNEL IN SELECTED HEALTH OCCUPATIONS IN 
PUBLIC HOSPITALS, CANADA, 1953 AND 1960 

















1953 1960 Per Cent 

Number Number Increase 
Average Daily Number of Patients*............ 57,023 79,181 38.9 

Selected Health Occupations 

ESET TCC ARR ee 59 109 —45.9 
Medical Record Librarians.................... 90 111 —18.1 
Waboratory Fechnicians.................00...... 32 21 5254 
Radiological Technicians................0...... 48 32 50.0 
PVSIOUNCTADISES. 05... c.c00.ccncc.seveeevenonnedenens 199 117 70.1 
Occupational Therapists................0..... 851 574 48.3 
GEM IV VOEKGCTS 0. oie. ceeds lecsscvovsssgsesadosonsses 289 289 0.0 
TES. UN Ue poe Aare ee ne een eRe ar ae es 11 9 LD St 








*Dominion Bureau of Statistics, Hospital Statistics, Vol. 1, Hospital Beds, 1960, Ottawa: 
Queen’s Printer, 1962, Table 13. 
SourceE: Based on Table 7-26. 


PARADENTAL PERSONNEL 


The dentist, like the physician, is assisted by other workers of which 
there are at present three main types: the dental hygienist, the dental assistant 
and the dental technician. 


Dental Hygienist 


This is in practice a female occupation requiring university training. 
The first two-year course in dental hygiene was started in 1951-52 at the 
University of Toronto. Since that time 89 dental hygienists have been 
graduated. As shown in Table 7-28 two other dental schools, Dalhousie and 
Alberta, have also introduced this course of training and graduated their first 
Classes in the spring of 1963. 

Three other dental schools are actively considering setting up train- 
ing courses of this nature. Students wishing to enter this course must meet 
the admission requirements of the universities concerned. The subject matter 
covered in the course ranges through the social sciences, the humanities, 
public speaking, the biological sciences, clinical and laboratory courses. 
Whether studies in such a wide range of subjects or a course of two years’ 
duration is necessary in order to prepare for the duties of a hygienist is a 
debatable point and we deal with this subject further in Chapter 13. 

The duties of the hygienist are defined by law, but what she actually 
does under the supervision of her employer is determined, to a large extent, 
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TABLE 7-28 GRADUATES AND EXPECTED GRADUATES IN DENTAL 
HYGIENE, CANADA, 1951-52 TO 1962-63 








Year of Graduation Dalhousie* Toronto Alberta* Total 
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* First class entered 1961-62. 


Source: McFarlane, B.A., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 6. 


by his attitudes towards hygienists as a professional group in the practice of 
dentistry, and by the demands made upon him by his patients. The formal 
duties of the hygienist fall into four categories: 
(i) professional-clinical service; 
(ii) technical-mechanical; 
(iii) clerical-administrative, and 
(iv) educational.? 

Professional-clinical service is defined in the provincial legislation 
governing the professional activities of the hygienist. This includes dental 
prophylaxis—the scaling and polishing of the patient’s teeth; the application 
of topical fluorides; and “taking of impressions of the mouth from which 
artificial dentures can be made”.2 The technical-mechanical functions include 
the taking and mounting of dental X-rays, the cementing and facing of 
pontics, and making minor adjustments to prosthetic appliances.* The clerical- 
administrative duties involve those office procedures which make the admin- 
istrative aspects of the practice of dentistry more efficient. The educational 
function includes teaching individual patients and the public at large the 
proper care of the teeth. The total numbers graduated in the past dozen 
years indicate that few dentists make use of this type of auxiliary service.* 


1 McFarlane, B. A., op. cit., Chapter 6. 

2Dunn, W. J., “Manpower in Dentistry—The Dental Hygienist”, in Canadian Dental 
Association Journal, Vol. 27, January 1961, p. 19. 

3 McFarlane, B. A., op. cit., Chapter 6. 

‘The future supply of dental auxiliaries is contained in Chapter 13. 
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Dental Assistant 


Although few dentists employ dental hygienists, a large proportion 
employ dental assistants, of which there were approximately 4,700 full-time 
and 300 part-time in 1962. These assistants are of two types: the secretary- 
receptionist and the chair-side assistant. The majority have had no formal 
training for their duties although they have been given on-the-job training. 
The others have received some kind of formal training as a dental assistant, 
dental nurse, dental hygienist, or registered nurse. 


Dental Technician 


The dental technician undertakes “ . .. extra-oral technical services 
involved in the fabrication of prosthesis and appliances on the basis of written 
prescriptions from the dentist’. This separation of certain technical func- 
‘tions from the professional role of the dentist has led to problems of the 
control of the technician by the dentist. In some provinces dental technicians 
have tried to deal directly with the public rather than through the dentists, 
‘but only in Alberta have they been granted this right. Most of the technicians 
trained in Canada learned their skill through on-the-job training with a 
technician already in practice. Some provincial associations have organized 
part-time and evening classes for dental technician trainees. 

There is no doubt that the utilization of dental auxiliaries can ap- 
preciably increase the productivity of dentists. Table 7-29 shows that there 


TABLE 7-29 MEAN NUMBER OF PATIENTS AND MEAN NUMBER OF 
PATIENT-VISITS BY NUMBER OF EMPLOYEES, U.S.A., 1962 





Number of Employees Mean Number Mean Number of 
Full-Time Part-Time of Patients Patient- Visits 
0 0 742 : pip ae 9. 
0 1 710 2,376 
0 2 1,095 2142 
1 0 1,166 3,014 
1 ) 1,242 3,182 
1 2 1,404 Sel 
2 0 1,530 3,174 
ps 1 1,607 4,005 
; 0 1,931 3,929 


SourcE: McFarlane, B. A., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 6. 


1 McFarlane, B. A., op. cit. Chapter 6. 

?Moen, B. Duane, “Survey of Present and Future Needs for Dental Manpower” in 
Proceedings of the Workshop on the Future Requirements of Dental Manpower and the Train- 
ing and Utilization of Auxiliary Personnel, University of Michigan (The Michigan Study), 
W. K. Kellogg Foundation Institute, 1962, p. 148. 
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is a direct relationship between the number of para-dental workers and the 
number of patients and patient-visits. 

Surveys conducted by the Canadian Dental Association have shown 
that average net income is related to the number of dental chairs and the 
employment of assistants. According to Table 7-30, however, there is an 
optimum. The highest mean net income was earned by dentists with three 
chairs and two assistants, one working as a chair-side assistant and one work- 
ing as a secretary-receptionist. With this overhead the dentists’ net income 
is about 50 per cent of gross income. 


Dental Auxiliaries 


In New Zealand a programme of dental services for children has 
relied upon the school dental nurse to increase the supply of dental services. 


TABLE 7-30 MEAN INCOME OF DENTISTS, NUMBER OF CHAIRS AND 
EMPLOYEES, CANADA, 1958 














Mean M Mean Net as 
Number Gross E See Net Per: Cent 
Income SSS Income of Gross 
$ $ $ 
la Chairs Novemplovyecse ene eiete eee 10,165 3,929 Seo Doe 
Ieee Ghairelssecretary or Receptionistia....2 16,978 T2216 9,586 S6e) 
IPE Chaire (BAssistants tee eee. ere eae 18,388 7,944 9,933 54.0 
Dene naitsmiINOse mM plOy ccs ee amare ananassae 13,909 D219 7,186 Sie, 
2 Chairs, 1 Secretary or Receptionist............ PILATES 10,085 i La They? 51.8 
2 SL CHAIrSeLEASSIStAN tt were: meer rete eee: 2s 163 9,938 11,910 51.4 
2 Chairs, 1 Assistant and 1 Secretary or 
ReceptionisGeeee eee DOr 17, 12,075 13,514 50.6 
Daa Chaitss Assistants. seems ee oe IH Lee) 127230 159231 mies 
2 Chairs, 1 Technician and One or Two of 
Following: 


Assistants, Secretaries or Receptionists...... 26,621 Tie o> 14,996 5635 
2 Chairs, 1 Hygienist and 1 or 2 of the 
Following: 
Assistants, Secretaries or Receptionists...... 29 ,086 13,670 157415 5330 
GhairsmlpAssistantee, oor ume es cee 28,485 127622 15,003 S22 
Chairs, 2 of the Following: 
Assistants, Secretaries or Receptionists... 31,492 14,323 15,768 507 
3 Chairs, 1 Hygienist and 1 or 2 of the 
Following: 
Assistants, Secretaries or Receptionists... Die e2o 13,262 13,960 Sas 
4 Chairs, 1 or More Employees Other than 
Dentists sep. es er ec ee 40,876 28,975 11,907 29.1 
4 Chairs, 1 Dentist and 1 or more other 
EIMDIOYCeS ee rt ere een reed. — ~- — = 


Oo Uo 








Source: McFarlane, B. A., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 6. 


1 McFarlane, B.A., op. cit., Chapter 6. 
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These dental nurses are trained and employed by the Department of Health 
which is responsible for the school dental clinics. Since this training pro- 
gramme has met with success, we think a discussion of some aspects of its 
operation may be helpful. 

Girls over 17 years of age holding a school certificate, which is not 
equivalent to university entrance, are recruited for a two-year programme. 
Of the total of 1,608 training hours, the student spends 824 hours in the 
first year, and 784 in the second. In the first year, lectures take up 36 per 
cent of the time, and laboratory instruction 64 per cent. In the second year, 
11 per cent of the time is spent in lectures, and 89 per cent in clinical 
instruction and practice. On successful completion of the course the school 
dental nurse, working under the direction of a dentist, may perform 
“, . examinations, prophylaxis, fillings, extractions, gum treatments, and 
dental health education for elementary school children”’.? 


A similar programme is now being tried on an experimental basis 
in the United Kingdom. This programme “. . . designed to ascertain the value 
of such auxiliaries, is being undertaken by the General Dental Council in 
accordance with the provisions of the Dentists Act, 1957”.2 The dental 
auxiliaries are given responsibilities similar to those of the New Zealand 
School Dental Nurse: 


“3, Subject to the provisions of these regulations, a dental auxiliary 
shall be permitted to carry out dental work amounting to the practice 
of dentistry of the following kinds: 

(a) extracting deciduous teeth under local infiltration anaesthesia; 

(b) undertaking simple dental fillings; 

(c) cleaning and polishing teeth; 

(d) scaling teeth (that is to say, the removal of tartar, deposits, 
accretions and stains from those parts of the surfaces of the 
teeth which are exposed or which are directly beneath the free 
margins of the gums, including the application of medicaments 
appropriate thereto) ; 

(e) the application to the teeth of solutions of sodium or stannous 
fluoride or such other similar prophylactic solutions as the 
Council may from time to time determine; 

(f) giving advice within the meaning of subsection (1) of section 
thirty-three of the Dentists Act, 1957, such as may be neces- 
sary to the proper performance of the dental work referred 
to in this regulation, and on matters relating to oral hygiene; 





Fulton, J. T., Experiment in Dental Care, World Health Organization Monograph 
Series, Geneva: World Health Organization, 1951, p. 84. 

* Great Britain, The Health of the School Child, Report of the Chief Medical Officer of 
the Ministry of Education for the years 1960 and 1961, London: H.M.S.O., 1962, p. 186. 
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but shall not be permitted to carry out dental work amounting to the 
practice of dentistry of any other kind. 
“4. A dental auxiliary shall not be permitted to carry out dental work 
amounting to the practice of dentistry except 
(a) in the course of providing national or local authority health 
SEIVICES; 
(b) under the direction of a registered dentist; and 
(c) after the registered dentist has examined the patient and has 
indicated to the auxiliary the specific treatment to be provided 
for the patient by the said auxiliary.”* 


The two programmes, although one is still in the experimental stage, 
provide evidence that auxiliary personnel can be recruited and trained to 
undertake many of the routine functions of the dentist.’ 


TABLE 7-31 PERCENTAGE OF TOTAL UNDERGRADUATE PHARMACY 
STUDENT ENROLMENT TO TOTAL UNDERGRADUATE ENROLMENT IN 
ALL CANADIAN UNIVERSITIES AND COLLEGES, 1947-48 TO 1961-62 








Total Total 
echoal pear Undergraduate Undergraduate Per. Cent 

Pharmacy Enrolment 

Enrolment in Canada 
1947-48 aetieees onto cae Benes 12271 76,896 1.65 
[OAR AAO eee eer eae vace eee age 66,679 1.67 
1949-50 ree ae nae anaes 1,432 62,846 225 
1950250 pe a ee een ren entices 1,383 59,160 2.34 
A Sey ie PA 8 <aioelty Gaye eh era 355 57-304 2330 
1952-532 eee se ioe, dts 1,367 56,589 2.42 
1953254 eae nt eine 1,256 57,961 2e17 
1954655 comer ee ee ree | BPA 72 62,291 1.95 
LOS Da nO eee es ae ee rok ices 1,198 66,177 1.81 
LOS G25 ee mc te tect ond at 1,145 72,629 1.58 
195 7-58 ett eis raters 1,100 80,443 1337 
15 SS Oi wh rat Ree ik Ve cI irs ch oitarees 1,219 88,010 1.39 
1959-60 toa eae nana, Maasai 1,307 94,928 1.38 
1960-61 Sa ee 1,482 105,911 1.40 
196162 ee are ore 1,529 12h S47, jbl s 





*Excluding University of Montreal. 


Source: Dominion Bureau of Statistics, Fall Enrolment in Universities and Colleges, 1947 
to 1961 editions, Ottawa: Queen’s Printer. 


1 Great Britain, Statutory Instruments 1961 No. 1365, The Dental Auxiliaries Regulations, 
T9617 Sc& 6 EZ e2, Cele, 
2 This point is discussed further in Chapter 13. 
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PHARMACEUTICAL PROFESSION 


In North America the traditional form in which pharmacy is practised 
is the pharmacist dispensing prescribed drugs in a retail store. There.is a 
marked dichotomy between the independent retail pharmacist and the 
salaried pharmacist who practises his profession as an employee of a drug 
store chain, the hospital, the drug manufacturer, the university, or the 
government. 

In recent years the population-pharmacist ratio for Canada improved 
slightly; in 1962 it stood at 2,026. The most important sources of supply are 
the faculties and schools of pharmacy in Canadian universities. As Table 7-31 
indicates, total undergraduate pharmacy enrolment increased significantly in 
the period 1947-48 to 1961-62, but this increase was insufficient to bring 
about any more than a small improvement in the population-pharmacist ratio. 


TABLE 7-32 INTERNATIONAL COMPARISON, POPULATION PER 
PHARMACIST, CANADA AND SELECTED COUNTRIES, 1959 


oy. a Aaecat 
Germany: Federal Republic. .f.0.0..3.neeeiens. 1,106 
[JI TTT S(G ESS. 11 eS Ne a a se ce Re Ne 1,470 
NC UBT LCE ES (CeIn ESS, CRA © AEETR Oe ARE 1,474 
Ber Gmtere (Oa LOR eet Net. Dn ce Aas oe oe Oks, 1,603 
[CNET TSS OMe eel nae a Ae RMIT ome Rees et De SE 1,729 
(CE ETDS 1 eee aA eC RR pA Oy 2,218 
LETC so Ieee Ban eR RON pre ec eer on eet genera pa, Meee 2,379 
HEED IQIAG ANG VV ALCS. «ade os snacetscageedeensayessetes cassendsonee 2,654 
CON Se ec pe I heal Dany tee ec ae ee 2531" 
PS ERA te ae Lo eet en ee are oe | et 3,288 
COURS ee cea age ne nT AERA A ey rs eee 3,932 
OSA CET De aun Beli GI Me Se See eee” AT RP 4,207 
5S 11S STS Sg i ge Ae es ee ecole Se RTE 4,351 
TS OHANIG YS tate eT enter ae 4,710 
Ran RGR Tree OA tery wars ids Ach atc cue cn ane on 5,099 
“SILEX CT ten Ndr fe Ah RR AT 9,318 


*Data refer to 1961. 


SouRCE: Compilation based on data from World Health Or- 
ganization, Annual Epidemiological and Vital Statistics 1959, Geneva: 
the Organization 1962, p. 654-695, and Demographic Yearbook, 1960, 
New York: United Nations, 1961, pp. 104-115. 


290 THE EXISTING HEALTH SERVICES COMPLEX 


Since immigration is not an important source of supply, any improvement in 
this ratio must come from an increase in the undergraduate pharmacy student 
enrolment. 

Table 7-32 presents an international comparison of the population- 
pharmacist ratio for Canada and selected countries. Canada is situated 
roughly half-way in the array. 

To determine if improvement in the population-pharmacist ratio 
is necessary requires an analysis of the supply of and demand for this 
member of the health team. This will be found in Volume II of our Report. 


OPTOMETRISTS 


The optometrist measures a person’s vision according to a prescribed 
standard, advises on the correction of visual defects and supplies appropriate 
spectacles. According to the medically qualified ophthalmologist, however, 
anyone who requires an eye examination should be examined by a physician 
because many symptoms of serious general diseases can be revealed in the 
eye and the optometrist is not qualified to recognize these. The optometrists, 
on the other hand, maintain that they do recognize many diseases and 
refer these to the eye physicians. This debate between the medical profession 
and the optometrists still goes on. 

Since eye care is such an important element in the health of our popu- 
lation, some means of resolving the issues involved must be found. We have 
made recommendations to this effect in Chapter 2.1 Here we are concerned 
with the assessment of the type and extent of optometrical services in Canada. 

A brief review of the literature dealing with the evidence of eye 
disease, and disease as manifested in the eye, indicates that they affect less 
than five per cent of the population.? But the proportion of the population re- 


1 Recommendation 91. 

2 Sydenstricker, E., and Britten, R. H., “The Physical Impairments of Adult Life”. 
General Results of a Statistical Study of Medical Examinations by the Life Extension Institute 
of 100,924 white male life insurance policyholders since 1921. American Journal of Hygiene, 
Vol. II, 1930. 

The Department of National Health and Welfare and The Dominion Bureau of Statistics, 
Illness and Health Care in Canada, Ottawa: Queen’s Printer, 1960, Table 3, p. 100. 

Blum, H. L., Peters, H. B., and Bettman, J. W., Vision Screening for Elementary Schools, The 
Orinda Study. Berkeley and Los Angeles: University of California Press, 1959. 

Department of Health, Levine, M. H., Smith, M. D., Kitching, J. S., Study of Vision Testing 
Procedures, Hamilton: Division of School Health Services, A Statistical Survey of 56,122 Case 
Records of Employees in Royal Ordnance Factories Examined by Ophthalmic Opticians, 
1943-46. The Association of Optical Practitioners, 65 Brook St., London, W1., 1947. 

Kintner, G. F., “Optometry’s Role in Health Maintenance—A Study of Referrals”, American 
Journal of Pubic Health, Nov. 1961. 

Baker, I., “A Statistical Study of Optometric Patients’, Canadian Journal of Optometry, Vol. 23, 
Dec. 1961. 
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quiring some form of eye care, whether for disease or some other eye defect, 
is much higher. The Canadian Association of Optometrists has estimated 
that in a population of 17 million in 1960 a total of 8.8 million or 51.7 per 
cent required vision care. According to the Association 8.3 per cent of the 
‘Canadian population received a refraction from an optometrist in 1960.1 This 
proportion is substantially higher than the 3.3 per cent reported in the 
Canadian Sickness Survey of 1951. Of the 8.3 per cent, 88 per cent were 
provided with glasses. 

In order to practise as an optometrist in Canada, a person must be 
a graduate of an accredited institute and have passed the examination re- 
quirements of the provincial Board of Examiners in Optometry. The accre- 
dited institutions consist of two schools of optometry in Canada; the College 
of Optometry of Ontario, and L’Ecole d’optométrie, Université de Montréal, 
and a number of similar institutions in the United States, some of which are 
affiliated with schools or departments of universities.” 

The number of practising licensed optometrists is shown in Table 
7-33. Despite a more than 75 per cent increase in population between 
1931 and 1961, the optometrists increased by only 184 or 14.8 per cent. As 
a result, the population-optometrist ratio rose from 8,368 to 12,807. 

A further analysis of the supply of and demand for optometrists will 
be found in Volume II of our Report. 


CURRENT SUPPLY OF HEALTH PERSONNEL 


Health Personnel in Canada 


In this chapter we have presented a brief description, both historical 
and current, of the changing supply of the various categories of health 
personnel, indicating the sources of supply, sources of new recruits, the 
operation of the educational programmes, the organization of practice, and 
the place of paramedical and paradental personnel. Our future requirements 
for the various types of health personnel, and problems associated with 
meeting these requirements are analysed in Chapter 13. 

That there has been a substantial increase in the number of health 
personnel in Canada can be seen in Table 7-34 where the available data 
relating to the supply of physicians, dentists, nurses and pharmacists have 
been brought together. On the other hand, the population-personnel ratios 
have increased much less rapidly. Despite the sizeable inflow of physicians 





1The Canadian Association of Optometrists, brief submitted to the Royal Commission on 
Health Services, Toronto, May 1962, p. 25. 
2 Tbid. 
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from other countries in the nineteen fifties, the population-physician ratio 
has not declined by a substantial amount from the level reached early in the 
century while the population-dentist ratio has actually risen. The population- 
nurse ratio has improved but this must be measured against the increased 
responsibilities of nurses, consequent on the expansion of hospital care. 


International Comparisons 


We have also presented in this chapter a comparison of health person- 
nel available in different countries using for purposes of illustration ratios 
of population per physician, per dentist, per nurse, and per pharmacist. 
We have brought together the relevant data in Table 7-35 which serves to 
indicate in broad terms Canada’s international position in providing health 
services.+ 


TABLE 7-34 POPULATION PER PHYSICIAN, DENTIST, NURSE, AND 
PHARMACIST, CANADA, SELECTED YEARS, 1901-1961 


Physicians Dentists Nurses Pharmacists 
Popula- Popula- 
Year tion- Popula- Popula- tion- 
Number] Physi- |Number ton- INumber| "°2- |Number| Pharm- 
cian Dentist Nurse acist 
Ratic Ratio Ratio Ratio 
BP cs os ciscdstaens 5,475 972 | 1,310} 4,100 — — — — 
BI css taccsaeen 7,411 970°| 2,183 | 3,301 — — — — 
| 8,706 ) 1,008 | 3,158 | 2,783 —_ — — — 
BM oe rsesbceus: 10,020 | 1,034} 4,039} 2,569 — — -- — 
rn 11,873 968 | 4/210 |) 2,733 | 21,171 544 — —- 
| re — a 4,565 | 2,644 — — “— — 
re 14,325 976 | .4,912.| 2,791 | 35,129 _ 399 — — 
ee 17,871 928 | 5,416 | 2,898 ~- — — — 
eee 21,290 857 | 5,865 | 3,108*| 61,699 296 | 8,877 2,055 


* See Table 7-11. 


SourcE: Tables 7-1, 7-11, 7-15; McFarlane, B. A., Dental Manpower in Canada, a study 
prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Table 
2-1; The Canadian Pharmaceutical Association, Inc., brief submitted to the Royal Commission 
on Health Services, Toronto: May 1962, Table I. 


1The data are based on reports from the respective national agencies. Although efforts 
were made to obtain consistency in the coverage reported, it is possible that differences in the 
ratios are due to different concepts rather than actual differences (e.g., the counting of person- 
nel who are qualified but not practising or those in administrative positions). Therefore figures 
collected routinely by international agencies will give a satisfactory general picture but complete 
consistency of the underlying concepts and statistical practices must be ensured before inter- 
preting the data, especially minor differences. 
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TABLE 7-35 INTERNATIONAL COMPARISON, POPULATION PER 
PHYSICIAN, DENTIST, NURSE, AND PHARMACIST, 
SELECTED COUNTRIES, 1959 

















Population Per 


Country 
Physician Dentist Nurse Pharmacist 
PANISUE A 1a epee ee oe it ott eet 860 2,429 —* —* 
AUSITIAS rit om i temer te 620 1762 453 3,288 
Beloruinee ene eran ores Wt eee cee 800 6,784 — 1,729 
Ganadae eaten eee otc toe eae 920 33032 IE) 2.83 in 
Denmark ere ite, tees ay ae 830 2,006 Zi, 22216 
PnglandeandawWalesse et ee 960 3,947 471 2,654 
Hinland 2a are 1,600 2RO22 278 5,099 
TELaTICG eer este oa ee ere ears ae 950 3,006 536 2.316 
Germany: Federal Republic.............. 730 566 136 1,106 
ST CCCE He, re ee Nr — 2,550 1,207 3,932 
TC ly Ses erate ae eRe Mirra 620 — 952 1,603 
LUxeriDOULl = sees ee ae ee 910 —* —* —* 
Netherlands en eee ee 900 4,294 815 —* 
INewsZcalanGawesscs en mmnes 700 2,209 215 1,474 
DN OL WE V Seatac ee Sh se odo onda nc 900 1,528 366 4,710 
POrtical eh tet 6 ae i eee 1,300 74,205 2199 4,207 
SS DAT) See peers eee ae eter caer eee 1,000 O° 915 — 4,351 
SWCD Sere heer det tant tae ne reas 1,100 1,497 122 95318 
SS WAlZCT AT) CL yeaa ee eee tenn ape re 740 2,413 249 —* 
United iS talteserrs tes es eee ee 790 1,919 294 1,470 











*Not available. 
{Data related to 1961. 


Source: Tables 7-3, 7-10, 7-16 and 7-32. 


The statistics, however, do not tell the full story. For a more complete 
comprehensive international comparison we would require an analysis of 
many other factors; geographic, economic, social and institutional, e.g., 
density of population, effectiveness of transportation and communication 
systems, topography of the country, etc. Further, a lower ratio in one 
area of health services may be offset to some extent by a higher ratio of 
health services in another sector. For example, the Canadian ratio of persons 
per physician, 920, appears to be less favourable than the United States 
ratio, 790.1 But Canada had a more favourable ratio than the United 
States in terms of population per nurse, 255 against 294, as well as popula- 
tion per hospital bed.? 


It should be noted that the data presented in Table 7-35 relate to the year 1959. 
Since that date the population-physician, dentist and nurse ratios in Canada have improved. 
90 against 110 in 1959 (See Table 5-5). 


HEALTH MANPOWER 295 


Bearing in mind these qualifications, of the population-personnel ratios 
for 20 countries noted in Table 7-35, Canada ranks in the lower third for 
physicians (13th), and dentists (14th), in the middle third for pharmacists 
(9th), and in the highest third for nurses (Sth). Alternatively, it is of par- 
ticular interest to note that Canada’s ratio of population per physician of 920 
is ahead of the ratio indicated for countries that have comprehensive pre- 
paid government supported programmes of medical care such as France, 
950, the United Kingdom, 960,* and Sweden 1,100. The data support the 
suggestion which we have put forward earlier? that in proceeding with a 
comprehensive programme for health services a country does not have to wait 
until shortages of health personnel have been fully met. 





1The figures relate to England and Wales. 
2See also Chapter 1. 
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Health Facilities and Services 


A major element in the health services complex is the hospital. In this 
chapter we show the growth of these institutions—general and allied special 
hospitals, mental institutions, and tuberculosis sanatoria—in terms of beds. 
and their utilization. Past and current developments in the organization of 
mental health facilities are outlined, and the effect of present trends on the 
demand for mental and tuberculosis facilities is discussed. 

Two other important elements in the health services complex are 
described: the various government health services, and the voluntary health 
services, both of which support the health programmes of the community. 
We also describe the services provided for selected groups such as the 
armed services, veterans, Indians, and Eskimos, and the problems associated 
with the provision of adequate health services in remote areas. 

The emergence of modern diagnostic and treatment methods has in- 
creased the importance of the clinical aspects of hospital care so that today 
access to the equipment and services of the modern hospital is indispensable 
to high quality general practice. At the same time, there has been a parallel 
movement towards making the hospital the domain of the specialist. In Can- 
ada there is not the rigid distinction between the functions of the general 
practitioner and the specialist with regard to the hospital service that is found 
under the British National Health Service, nevertheless, there is a definite 
attempt on the part of the hospitals to control the quality of the work and 
the academic qualifications of employees and staff practitioners. Ostensibly 
many hospitals require the accreditation of a practitioner in the relevant 
speciality before he is allowed to treat his patient in the hospital; within the 
accredited hospital staff, internal audits aim at checking the quality of work. 
With this growing emphasis on the need for specialist qualifications in the 
hospital, an increasing number of physicians appear to feel that group prac- 
tice combining the skills of general practitioners and specialists, is the organi- 
zation best suited to render optimum patient care, and to ensure some kind 
of continuity between home and hospital for the patient. 
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HOSPITALS 


The above discussion emphasizes the link between the physician 
practising in the community and the hospital. There is evidence to suggest 
that the relationship between the aggregate of hospital beds and physicians’ 
services is inverse. Thus Ontario, which has a relatively high population- 
physician ratio has fewer hospital beds per 1,000 population than Sas- 
katchewan where the ratio is low. This example serves to emphasize the 
fact that national data may not tell the whole story of the full range of 
medical services received by the population; the pattern varies depending on 
such factors as differentials in provincial levels of income and variations in 
the regional topography and the number and distribution of population. 

Table 8-1 shows that by the end of 1960, total hospital beds num- 
bered about 192,000 or 10.8 beds per 1,000 population. The over-all 
bed-population ratio moved up from 10.9 in 1948 to 11.6 beds per 1,000 
population in the year 1956, but declined to 11.2 in 1958 and to 10.8 in 
1960.1 Most of this drop can be attributed to stabilization of the number of 
mental hospital beds and to a sharp decline in the number of beds in 
tuberculosis sanatoria. 

In general, tuberculosis sanatorium facilities are now more than ade- 
quate for current requirements. A very substantial expansion has occurred 
in general and allied special hospital beds for treatment of acute disease. 
Shortages are still apparent in the areas of chronic-convalescent facilities 
and in the area of psychiatric care and physical medicine. 


General and Allied Special Hospitals 


Hospital construction has been concentrated in large urban hospitals, 
which have been acquiring a greater proportionate share of new hospital beds. 
For example, among public general hospitals, institutions with 500 beds or 
more had 26 per cent of all beds, cribs, and bassinets in 1948, and 29 per 
cent in 1960, while the share of hospitals under 100 beds declined from 
29 per cent to 22 per cent. Alternately the proportion of hospital beds in 
hospitals of 200 beds and over increased from 54 per cent in 1948 to 58 
per cent in 1960. 


1The distribution of beds in 1960 shown in Table 8-1 is based on distribution by 
hospitals. Thus beds located in tuberculosis hospitals but used for the treatment of the 
chronically ill, or mentally ill, are shown as tuberculosis beds. In Table 14-5 the estimated 
number of beds for 1961 has been distributed according to their usage. Thus beds in 
tuberculosis hospitals include only those beds which are used for tuberculous patients. Beds 
used for the chronically ill or the mentally ill have been included with general hospital and 
allied special hospital beds. 
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TABLE 8-1 ESTIMATED BEDS SET UP, TOTAL AND PER 1,000 POPULATION, 
BY CLASS OF HOSPITAL* 
CANADA, 1948-1960, AND BY PROVINCES, 1960 











Gen. and Allied Mental Tuberculosis All 
Spec. Hosp.** Hospitalsf Sanatoriayt Tt Hospitals 
Year Beds Beds Beds Beds 


Total per Total per Total per Total per 
Beds 1,000} Beds 1,000 | Beds 1,000; Beds 1,000 


























Pop. Pop. Pop. Pop. 

ME ep os ah dott ssgedetoecadests TSeSS2 5.9 | 31,050 4.0 | 12,642 1.0 |139,274 | 10.9 
RN 8 Sere sceceleanededoine 81,482 6.1 | 52,663 3.9 | 14,058 1.0 |148,203 | 11.0 
Wh eciivocstaoeiu'ssanseh 84,630 Gaz 195957, 39! | bs 766 tet (194.5353) 1.3 
oe oes shtesesseveanvchusnss Sl 6.2) | 355395 4.0 | 16,450 £2 \S9007 Ltt. 4 
oe he asicpteravigesaveveace 87,460 6:0 || 57,621 4.0 | 16,586 tf. 2 6L 667" (etre 2 
Ne 5. oc iodcoiuesabedannntesiesmes 92,861 6.3 | 60,887 4.1 | 16,783 hot 170,537 |) 11.5 
I eo paecGhcasnoncceevovowees 97,585 6.4 | 62,606 4.1 | 15,967 1.0 (176,158 | 11.5 
Beak nce chcdthdsdabssdacscssas 101,116 6.4 | 64,163 4.1 |] 15,616 1.0 {180,895 | 11.5 
ook oe 106,216 6.6 | 65,260 4. 21015.5333 1.0 |186,809 | 11.6 
Nein. Sale sddseincceceouise 107,115 6.4 | 65,786 4.0 | 14,662 O-9 87,563, L443 
ec chcvlstvensedhooces 109, 504 6.4 | 67,190 3.9 | 13,760 0.8 |190,454 | 11.2 
anole sees Ua 107,918 6.2 | 66,724 3.8.1 12,770 O.7 187,412 | 1027 
ere) CANADA... ......:50000s00ceeeres 112,649 6.3 | 67,895 3.9 1. 11;618 0.6 {192,162 | 10.8 
Pe WIOUNMIANG ...6..656c...0000008. 1,964 4.4 913 2.0 548 P2 3,425 7.6 
Prince Edward Island .......... 649 6.3 298 2.9 90 0.9 1,037 | 10.1 
ONES SCO re 4,003 535 2,356 Sines 510 0.7 6,869 9.4 
iNew Brunswick...::............... 3,593 6.1 1,864 32. 612 1.0 6,069 | 10.3 
SOS ae ere 29, 369 5.7 | 19,648 3e8 3,477 0.7 | 52,494 | 10.2 
LENO eee ee 38,756 6.3 1 23,458 3.8 2,824 O75 | 65,038-) 10.6 
1) 2ISUILTC) 0): A 6,588 ees 3,848 4.2 Teh OSs Lb AS3 |) 12,3 
BaSKALCHEWAMDL. ..0..2...ccccesesennee 7,483 Sa 4,366 4.8 662 OT ir 12, SU | 13.7 
NS RE ree 9,390 4:3 4,871 3.8 1,083 0.8 | 15,344 | 11.9 
metish Columbia............s-:- 10,289 6.4 6,273 3.9 887 0.6 | 17,449 | 10.9 
NONI oe Sivas secwsusenu: 1ST 2 —— — —— — 157° 942 
Northwest Territories.......... 408 | 18.5 — — 208 9.5 616 | 28.0 





* Includes public, private, and federal hospitals, as well as estimates for non-reporting 
hospitals from 1952 on. Bassinets are excluded. 

** From 1948 to 1958 includes public, private, and federal hospitals with data adapted 
from Dominion Bureau of Statistics, Annual Reports of Hospitals, 1948-1952, Ottawa: Queen’s 
Printer, and Hospital Statistics, 1953-1958, Vol. I, Ottawa: Queen’s Printer. From 1959 to 1960 
includes budget review, contract, and federal hospitals, using list of such hospitals at time of 
entry into hospital insurance programme from provinces and territories not participating during 
one or both years in question, with data compiled by Research and Statistics Division from 
Annual Returns of Hospitals. From 1952 to 1958—includes estimates of beds in non-reporting 
hospitals as follows: 1952—2,466 beds; 1953—5,145 beds; 1954—6,658 beds; 1955—2,863 beds; 
1956—2,910 beds; 1957—2,304 beds; 1958—2,679 beds. Also includes estimated beds set up in 
Newfoundland hospitals from 1949 to 1952 as follows: 1949—1,536 beds; 1950—1,608 beds; 
1951—1,679 beds; 1952—1,751 beds. In 1958, deduction was made of 3,195 Quebec beds not 
considered to be hospital beds. 

+ Adapted from Dominion Bureau of Statistics, Mental Institutions, 1948-1952, Ottawa: 
Queen’s Printer, based on number of patients in mental hospitals at the end of each year, and 
Mental Health Statistics, 1953-1960, Ottawa: Queen’s Printer, based on average daily in-patient 
population for each year. Newfoundland included from 1949 on. 

ty Adapted from Dominion Bureau of Statistics, Tuberculosis Institutions, 1948-1952, 
Ottawa: Queen’s Printer, and Tuberculosis Statistics, 1953-1960, Ottawa: Queen’s Printer. 
Newfoundland included from 1949 on. 

-, Source: Department of National Health and Welfare, Hospital Care in Canada, Ottawa 
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Beds in general and allied special hospitals may be classified in 
terms of the broad class of patients accommodated. Acute hospitals provide 
treatment largely to patients with short-term conditions; such hospitals include 
general hospitals as well as special hospitals or units for maternity, infectious 
diseases, paediatrics, orthopaedics, some psychiatric, and other acute condi- 
tions. Chronic hospitals provide special care under medical supervision for 
the long-term patients; they include beds designated as chronic, convalescent, 
geriatric or rehabilitation beds. Federally operated acute and chronic hospitals 
may be considered as a third group within the category of general and 
allied special hospitals. In making comparisons between provinces it 
is necessary to recognize that patients with long-term conditions are treated 
in active treatment hospitals, and in some cases in tuberculosis hospitals. 
Thus a high rate of active treatment beds per 1,000 persons may not neces- 
sarily mean that all of these beds are occupied by short-term patients since, 
due to scarcities of chronic or convalescent hospital beds, or alternative 
accommodation, it may be necessary to accommodate long-stay or domi- 
ciliary care patients in short-stay hospitals. 


ACUTE TREATMENT BEDS 


The growth in the number of acute treatment beds is evident from 
Table 8-2. While the actual number of these beds has shown a significant 
increase in every province, over the period 1948 to 1960 the picture is 
different when viewed in terms of the number of beds per 1,000 population. - 
In these terms Prince Edward Island with an increase from five to six 
outstripped every other province. Other provinces also showed an increase 
except Alberta and British Columbia. These two provinces recorded a 
decrease in the number of acute treatment beds per 1,000 population of 
0.4 and 0.2 respectively. 

A rough measure of the degree of overcrowding in hospitals can be 
gained by the ratio of “beds set up” to “rated bed capacity”. In nine prov- 
inces in which fairly accurate data are available, the combined margin of 
beds (active treatment) set up over rated bed capacity declined from 15 
per cent to 5 per cent from 1948 to 1958, and to 4 per cent in 1960. The 
comparatively low excess of beds set up over rated bed capacity in 1960, 
characteristic of most provinces, indicates that, broadly speaking, some 
measure of equilibrium was being achieved between the demand for hospital 
care and the supply of adequate facilities. Still, there remain a number of 
communities where the length of the persistent waiting lists may suggest 


1 Data for 1960 are the latest data available on a comprehensive basis at the beginning 
of 1964, another indication of the delay involved in obtaining up to date information in. an 
important sector of the health field. Partial data available for 1961 and 1962 suggest that the 
trends referred to above have not changed significantly. 
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shortages of hospital accommodation, or alternatively possible inefficient 
utilization of existing hospital bed facilities or lack of a home care 
programme.’ 


CHRONIC AND CONVALESCENT BEDS 


There is considerable difficulty in determining the actual number of 
beds properly considered as belonging to chronic hospitals, or to chronic 
units of general hospitals. 

Table 8-3 shows that the number of chronic beds reported at the 
end of 1960 declined by about 2,000 from the level two years earlier. This 
apparent drop was caused mainly by reclassification of various “private 
hospital beds” to the category of nursing home beds because they were not 
considered as hospital facilities by provincial hospital insurance authorities. 


HOSPITAL UTILIZATION 


The growth in the use of these facilities is evident in Table 8-4. In 
every province there was a substantial increase in the number of admissions, 
and, more important still, in the number of admissions per 1,000 population. 
In Canada between 1948 and 1961 admissions per 1,000 population rose 
from 111 to 149 but there was wide variation among provinces in this regard. 
At the beginning of this period the admission rate was highest for the three 
western-most provinces, Saskatchewan with 172, Alberta with 169 and- 
British Columbia with 145. In 1961 Saskatchewan still had the highest rate 
with 212, and Alberta remained second highest with 190. Instead of British 
Columbia, however, New Brunswick was third highest with 168, closely 
followed by British Columbia with 167. Ontario with 144 was slightly below 
the national average, and Quebec with 127 also had a lower than average 
ratio. Although Quebec had the second lowest admission rate® in 1961, the 
percentage increase since 1948, 69.3 per cent, was about double the national 
average, 34.2 per cent. 

An important factor influencing the volume of hospital care is the 
average length of hospital stay of patients. Between 1948 and 1961 there was 
a slight downward change in this figure in some years, but the 10 days in 1961 
was the same as the 1948 figure. This national figure does not indicate the 
rather wide changes which occurred in some provinces, nine of which 


1The Regina Grey Nuns’ Hospital, brief submitted to the Royal Commission on Health 
Services, Regina, January 1962. Associated Hospitals of Alberta, Supplement to the brief 
submitted to the Royal Commission on Health Services, Edmonton, February 1962. Vancouver 
General Hospital, The Development and Utilization of Some Services of the Vancouver 
General Hospital, Vancouver: The Hospital, 1962. Government of Manitoba, brief submitted 
to the Royal Commission on Health Services, Appendix 10, Winnipeg, January 1962. 

2 After Newfoundland. 
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showed a decline. Of these nine provinces, Newfoundland, Prince Edward 
Island and Quebec! showed the largest declines. Ontario with a rise of 0.6 
days was the only province to show an increase. 

There has been then, at least since 1948, an increase in the hospital 
admission rate but relatively little change in the average length of hospital 
stay. Therefore, as more beds became available more patients were accom- 
modated. It could happen, of course, that as more beds were built, patients 
might tend to remain in hospital for longer periods, thereby nullifying the 
increase in bed capacity. That this has not happened in Canada is evident 
from Table 8-1 which shows that beds set up in general and allied special 
hospitals per 1,000 population increased from 5.9 in 1948 to 6.3 in 1960, 
and from Table 8-4 which indicates that days of care per 1,000 population 
rose from 1,318 to 1,656 in the same period, and this latter trend continued 
into 1961. 

We may well ask why this upward trend in hospital utilization 
continues especially when we consider the advances which medicine has 
made in controlling the ravages of so many diseases and thereby adding to 
the life expectancy of the average Canadian. It appears, however, that these 
successes of medicine stimulate the demand for health services or to some 
extent are the result of it. As the economic barriers to health services are 
lowered more people use these services with consequent benefits. But at 
the same time by saving people from the effects of many diseases, and 
thereby prolonging their lives, we have increased the possibility of a higher 
prevalence of the long-term chronic conditions of the aged. The same scien- 
tific advances which have been so successful in controlling the effects of 
some diseases and in reducing the length of treatment they require, have 
increased the time required to treat other diseases more effectively than 
before.” 

If we study the proportion of all general hospital separations, which 
includes both discharges and deaths, attributable to various causes as outlined 
in Table 8-5, it appears that in 1961 deliveries and complications of preg- 
nancy plus the mature and immature new-born accounted for nearly one-third, 
32.2 per cent of separations, but only 18.5 per cent of total patient-days. 
On the other hand, chronic diseases which account for a relatively small 
proportion of separations require a comparatively larger proportion of total 
hospital-days. Thus, cancer patients represent only 4.6 per cent of separa- 
tions, but 8.0 per cent of hospital-days. Similarly, patients with diseases of 
the circulatory system which includes heart disease account for 6.4 per cent 
of separations but 13.3 per cent of hospital-days. 





+ Quebec did not introduce hospital insurance until 1961. 


?The problems associated with the control of hospital utilization are discussed in 
Chapter 14. 
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TABLE 8-5 PERCENTAGE DISTRIBUTION OF SEPARATIONS AND PATIENT- 
DAYS IN GENERAL HOSPITALS BY SELECTED DIAGNOSTIC GROUPS, 
(EIGHT PROVINCES),* 1960 

















Diagnostic Group Separations Patient-Days 
TOTAL ee eaten necnuieecscronyssteneaert ee 100.0 100.0 
LlInfective and Parasitic DiseaSses,...0........05.-.-.ssstersc000--cs 122 127, 
LEINGOpl asim aisvvnce-ares acre tea cecsay eonrsae et perce aces 4.6 8.0 
Ilf.|Allergic, Endocrine System, Metabolic and Nutri- 
TIONAL ISCASCS Sore eatis ea edn nity eee enone cee PREGD fa 4 
IV.|Diseases of the Blood and Blood-forming Organs...... 0.4 0.6 
V.|Mental, Psychoneurotic, and Personality Disorders.... jG) 94S) 
VI.|Diseases of the Nervous System..............::::ccceeeseesseees 3.8 8.8 
VIL.|Diseases of the Circulatory System... cece 6.4 1323 
VIII.|Diseases of the Respiratory System.............cceeeeees 14.1 8.6 
IX.|Diseases of the Digestive System..................:cccccesseeeees 10.9 10.1 
X.|Diseases of the Genito-Urinary System..................00. 720) 6.1 
XI.|Deliveries and Complications of Maternity................. 18.6 10.1 
XII.|Diseases of the Skin and Cellular Tissue..................... 2.0 1.6 
XIII.|Diseases of the Bones and Organs of Movement........ tape ape 
XIV.iGongventtal Vi alformationS 2. ce. neerre cece teoenesacesetueees) 0.8 leZ 
XV.\Certain Diseases of Early Infancy....1........0.-c...ccssssoeesehe 0.4 0.5 
XVI.|Symptoms, Senility and Ill-defined Conditions............ hee) 1.6 
XVII.|Accidents, Poisoning, and Violence..................sceee 7.6 8.1 
Supplementary Classification for Special Admissions, 
(Rret(claiimdetcor-vale local (o) tm da cmp nave Crete ha eee are ee 13.9 9.1 
(New-born, mature and immature)..............:ceeeeee C1320) (8.4) 


a —— 


* Excludes Quebec, Alberta, Yukon, Northwest Territories. 
SouRcE: Data supplied by Dominion Bureau of Statistics. 


The importance of confinement for childbirth, and births as a leading 
cause of hospital admissions is the result of a high birth rate and of the large 
increase in the percentage of births occurring in hospital. In Canada in 
1931 this percentage stood at 26.8; in 1960 it was 94.6. In the latter year 
in three provinces, Prince Edward Island, Ontario, and Saskatchewan, it 
was of the order of 99.0 per cent. In only one province, Quebec, and in the 
Yukon and the Northwest Territories was the percentage below the national 
figure, 85.2 per cent, 93.3 per cent, and 51.7 per cent respectively.* 

The pattern of the utilization of facilities is significantly affected by 
their quantity and type. Thus, if we examine rated bed capacity, apparently 


1Dominion Bureau of Statistics, Vital Statistics 1960, Ottawa: Queen’s Printer, 1962, 
p. 96. 
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there is a limit to the amount of care which this given number of beds 
can provide, the limit being set by the extent to which extra beds in excess 
of the rated capacity may be set up. According to the Department of 
National Health and Welfare, in 1948 when bed shortages in the early 
post-war years were undoubtedly restricting utilization in some provinces, 
average percentage occupancy in relation to rated capacity was 86 per cent. 
In succeeding years, extensive new construction increased rated bed capacity 
at a considerably faster rate than beds set up. Total days of care increased 
at a slower rate than rated bed capacity and the average percentage occupancy 
of hospitals, expressed in terms of rated bed capacity, declined to a low 
of 80.9 per cent in 1958. As the pressure of increased demand for hospital 
care under provincial hospital insurance plans made itself felt in 1959 and 
1960, percentage occupancy went up to 82 per cent in 1960. While the 
provision of hospital beds exhibits regional variations, available beds in most 
instances are fully utilized within the limits set by administrative rulings 
on occupancy rates. Whether all the patients occupying beds are admissible 
on grounds of clinical need is another matter. Seemingly, if cases were 
analysed on the grounds of clinical need alone then there would be numerous 
instances of patient over-stay and the unnecessary utilization of beds.* 


MENTAL HEALTH FACILITIES 


Mental Institutions 


By the end of 1960 Canada had 75 separate mental institutions,” 
and over 40 psychiatric units in general hospitals. The standard bed capacity 
of these facilities,? stood at 66,172, an increase of 33,221 since 1932.4 This 
is a rise in bed capacity for 100,000 population from 314 to 370. In 1960 
there existed wide variations in this ratio between provinces, from a low 
of 187 beds in Newfoundland to a high of 419 beds in Alberta. 


1This problem is discussed further in Chapter 14. 

?In order to distinguish between the various types of mental institutions the following 
definitions should be kept in mind: Mental Hospitals—‘Institutions that provide treatment 
for all types of psychiatric conditions”, Psychiatric Hospitals—“Institutions that provide short- 
term, intensive psychiatric treatment”, Hospital for Mentally Defectives—‘“Institutions that 
provide care for mentally defective patients, including training schools for mentally defectives”, 
Psychiatric Unit—‘Units within hospitals that are organized for the treatment of patients 
with psychiatric disorders”. Dominion Bureau of Statistics, Mental Health Statistics 1960, 
Ottawa: Queen’s Printer, 1962, p. 9, also Richman, A., Psychiatric Care in Canada: Extent 
and Results, a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964, Chapter 2. 

‘ * Representing the maximum number of patients which can be accommodated accord- 
ing to minimum space requirements for patients receiving different types of care. 

“Dominion Bureau of Statistics, Mental Health Statistics 1960, op. cit., p. 43. 
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The type of accommodation for in-patients in mental institutions 
shows wide variation among the provinces. While in some provinces the 
only facilities are public mental hospitals, there is in others a variety of 
facilities ranging from psychiatric hospitals and psychiatric units in general 
hospitals to institutions providing care for patients with mental deficiency, 
psychoses of the senium and disturbed children. According to Richman, 


“The amount of accommodation provided is not necessarily related to the 
frequency of occurrence of illness, frequency of admission or the duration 
of hospital care. Neither is bed capacity an index of the accommodation 
available for the admission of patients, since over-crowding varies and the 
institutions contain patients of various lengths of stay and therefore 
different potentials for discharge. Although the ratio of public mental 
hospital accommodation to population may be similar in different 
provinces, mental hospitals in one province may contain a higher propor- 
tion of patients of longer duration of stay, and therefore a lower ratio of 
accommodation for new admissions.” 


TABLE 8-6 MENTAL INSTITUTIONS, REPORTED BED CAPACITY 1932, 
TOTAL BED CAPACITY 1960, CANADA AND PROVINCES 




















1932 1960 
Province Reported Ratio Total Ratio 
bed Popula- per bed Popula- per 
Capacity tion 100,000 |\Capacity| tion |100,000* 

’000 °000 
CGANADAT EE Re eee eo ae 32-9512 05510 314 | 66,1724) 175870 370 
Newtoundlandi..0. eet — — — 838 448 187 
Prince Edward Island.................. 300 89 Ben 377 103 366 
INOVar Scotia se eet ee es 1,951 519 376 2 et LO 1644) 374 
ING Wa DLUDSWICK:.2f) 7 fereee ee 900 414 217, 1,394 589 237 
QUSDEC Ewe UR ek cca SRS 755 mee 925 30351205766.) ~5, 142 404 
ON LatiOmieretiee es, eee nerr 11,666 | 3,473 S365 1-0/7 emeOe le 355 
NEaTIILO Da eee ee meee ne arcu 2,249 705 3 19Ries 502 906 393 
SASkat Che Wulleen meee ee 2,450 924 265 3,191 915 349 
A DCri awe een eee tere ee 1,875 740 253 5,408 29} 419 
Britis s@oluim bide. eee ee 2,685 707 380 | 6,238 1,602 389 











* Based on revised population estimates of the Census Division, Dominion Bureau of 
Statistics. Accordingly the ‘‘Ratio per 100,000” for 1960 does not correspond to the figures 
quoted by Dominion Bureau of Statistics, Mental Health Statistics 1960, p. 42. 

Source: Dominion Bureau of Statistics, Mental Health Statistics 1960, Ottawa: Queen’s 
Printer, 1962, pp. 42 and 43. 


1Richman, A., Psychiatric Care in Canada: Extent and Results, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 
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OVERCROWDING 


The bed occupancy rate of mental institutions is a measure of the 
extent of overcrowding, but although overcrowding may place a strain on 
quality, it is not necessarily a full indication of the quality of care. The 
rate is determined by the ratio of the average number of hospitalized 
patients to the bed capacity. A ratio of 110 per cent, for example, indicates 
that on the average 110 patients occupy facilities which, according to pre- 
scribed standards, should accommodate 100 patients or less. 

In Canada our mental institutions have been overcrowded for a 
number of years, although between 1949 and 1960 some improvement is 
evident with the occupancy ratio for all mental institutions falling from 
120 per cent to 106 per cent.t The highest degree of overcrowding is evident 
in public mental institutions. The reduction in overcrowding between 1948 
and 1960 varies between provinces, but by 1960 a total of 5,561 beds 
would have been required to eliminate overcrowding in public mental 
hospitals. 


TABLE 8-7 PERCENTAGE OCCUPANCY OF PUBLIC MENTAL HOSPITALS, 
AND ALL INSTITUTIONS, CANADA AND PROVINCES, 1960 














Province Public Mental All 
Hospital Institutions 
TELA 0 et 110 106 
— STEDNG SOFC mR 109 109 
ME AE ASISING: |. sosisnicatcsesnescacnnvecucevesntecanecnpdac odewssenes sou semaes 79 79 
I EON ANE sc hich cas et ean desis woe soak owosnesetinns one 89 88 
MEISTER OGG ROY oe cose ccc dcp naa rcnences tak ca heateutoy ccd¢enevsatonprtuseene 140 136 
SESE ceono fiche se SES aa A 101 100 
EOIN Be IR os ok Nov asic eo cman veooniune wasonvastercesuondeews: 115 112 
NERO UME 08 css Secu svotincs unc ov scp oavaneiodsdieuvssdereae ees su 120 111 
I Be EI ct ee tn ONS oe eaves adateenes obendiencacds Wades suucociuees 156 136 
A PI Ir lh a Bch sa docs oeon Sudbinsseeoca ine tnd Seow 97 92 
ME OUT oian onc scence osecsastctevscccenesespssnassetcrseuncctevrnse 115 102 


Source: Dominion Bureau of Statistics, Mental Health Statistics 1960, Ottawa: Queen’s 
Printer, 1962, p. 36. 


The rise in bed capacity, which has resulted in some reduction in 
overcrowding, is due mainly to the enlargement of existing facilities rather 
than the construction of new facilities. 


“There has been a flurry of proposals recently to adopt new policies 
involving construction of ‘small’ mental hospitals of 400 to 500 beds in 
close proximity to medical centres or general hospitals. So far very little 


* Dominion Bureau of Statistics, Mental Health Statistics 1960, op. cit., p. 31. 
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change is apparent. Practically all assistance given under the federal 
Hospital Construction Grant toward the expansion of all-purpose mental 
hospital facilities from 1948 to 19692, has been for new large hospitals, 
or for additions to the already large existing hospitals. Up to 1962, four 
new all-purpose mental hospitals with an aggregate of 3,716 beds, had 
been fully completed with grant assistance, as well as 20 hospital 
additions totalling 6,860 beds.’ 


The use of a bed-population ratio is now considered inadequate as a 
guide to the need for accommodation for mental patients. One authority 
claims that: 


“In the past, health authorities have attempted to estimate facility needs 
on a formula basis. Previously used indices of need such as ratios of 
mental hospital beds to population served are no longer believed to be 
realistic because of the constant changes brought about by such factors 
as new developments in treatment methods, the increased numbers of the 
aged, and improved social and economic status of the population. These 
factors complicate the planning process, making it unfeasible to plan by 
merely applying a mechanical ratio of beds per thousand population.”2 


In 1945 the Dominion-Provincial Conference on Reconstruction 
suggested a ratio of 5.25 beds per 1,000 population. In 1960 the Depart- 
ment of National Health and Welfare gave a lower estimate, tentatively, “five 
mental hospital beds per thousand population”. By 1962, however, the 
Department indicated that most of the existing mental hospitals could be 
considered obsolete. In this respect a desirable ratio of between 3.65 and 5 
beds per 1,000 population was quoted. 


“Many of Canada’s mental hospitals were constructed about the turn of 
the century and, although they have been added to over the years, many 
of the original buildings are still in operation. Advances in psychiatric 
treatment have accentuated the inadequacy of these buildings. Many of 
them are not of fire-resistant construction, and it is estimated that most 
could be considered obsolete. 

“Current opinion is that the need is for additional personnel and for 
facilities such as day care and night care centres, rather than additional 
mental hospital beds, other than the replacement of obsolete accommoda- 
tion. The trend is now away from large mental institutions, often remote 
from other medical facilities, and toward the development of smaller units 
so located that supplementary medical services are easily within reach 
and that the patients are not too far removed from their home com- 
munities. “World Health Organization P.H. Paper No. 1, 1959, estimated 
that at least 3.65 beds per 1,000 population are required to care for this 


1Department of National Health and Welfare, Hospital Care in Canada, Ottawa: The 
Department, 1962 (unpublished report), Chapter HII. The three new all-purpose hospitals are 
as follows: Ontario Hospital, Port Arthur, Ontario Hospital, North Bay and Hépital Sainte- 
Elizabeth, Roberval, Quebec. 

2U.S. Department of Health, Education, and Welfare, Public Health Service, Planning 
of Facilities for Mental Health, Washington: U.S. Government Printing Office, 1961, p. 305 

8 Department of National Health and Welfare, Hospital Care in Canada, op. cit. 
Chapter III. 
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type of patient. However, care should be exercised in applying this figure 
to Canada because many beds are now in use that could be condemned as 
obsolete. Others have recommended as high as 5 beds per 1,000 for mental 
patients and that cottage plans and home care facilities should be fully 
used.” 


Utilization and Organization of Facilities 


Between 1948 and 1960 there was an increase in the number of first 
admissions to the various types of mental health facilities. An increasing 
proportion of all admissions was made up of readmissions; patients who had 
been discharged and subsequently readmitted one or more times. During this 
period the number of resident patients in public mental hospitals increased 
about 4 per cent, but the number of patients in hospitals for mentally 
defectives increased by 120 per cent. The utilization experience of psy- 
chiatric in-patient facilities is presented in Table 8-8. 

The table shows rates only and thus does not reflect the increased 
demand due to the increased population. The total number of patient-days 
per 1,000 population was on about the same level in 1960 as it has been in 
1948. But these days in institutions served a greater number of patients. The 
rates of both first and readmissions increased, the latter at a faster rate, but 
the mean length of stay declined. The mean length of stay, it should be noted, 
is a measure not sensitive to recent changes as current separations will 
reflect largely earlier treatment patterns. Nevertheless, the trend towards a 
reduction in the direction of institutional care is indicated. 

In the past the provision of mental hospitals has followed a pattern 
similar to that of the now vanishing tuberculosis sanatoria, i.e., one of isola- 
tion from the residential community which has often strained the contact 
between a patient and his relatives and friends and contributed towards 
difficulties of staffing. Furthermore, mental institutions have too often 
reflected the “storage bin” philosophy with which modern society has treated 
its old, its insane and its unbalanced. Only in the last decade has there been 
real interest in applying the findings of the psychoanalysts and psychiatrists 
to mental therapy and the related concern of institutional planning. Advances 
in drug therapy have enabled the mentally disturbed to be kept within the 
community and this has been incorporated into the planning of treatment 
facilities. Far more is now known about the distinctions between various 
mental illnesses and the various therapies and environmental factors to 
which each is responsive. It is generally held that even in the case of the 
chronic mentally ill, isolation from the normal community can only be 


1Department of National Health and Welfare, National Health Grants 1948-1961, 
Ottawa: Queen’s Printer, 1962, pp. 40-41. 
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an obstacle to recovery. Consequently there has been an increased emphasis 
on attaching facilities for psychiatric treatment to general hospitals in an 
attempt to provide more effective therapy, and recognizing that there should 
be no distinction in our approach to the treatment of physical and mental 
illness. In general hospitals of 100 or more beds there was an increase in 
psychiatric beds from 318 to 1,331 between 1951 and 1959." 

There are, however, opposing views on the effectiveness of psychiatric 
units in general hospitals. The proponents of this type of care claim for it a 
number of benefits: it does not result in the stigma which is associated with 
admission to mental hospitals, the patient is not isolated from the com- 
munity to which he is expected to return, the relative ease with which family 
and friends can visit the patient, and the integration of psychiatric services 
with other medical services. Much of the evidence presented to us in the 
course of the hearings supports this view.” 

Typical of the views of the opponents of psychiatric care in general 
hospitals is the following: 


“The psychiatric divisions...more often are still being used as mere 
clearing houses and possibly increasing disability by retarding treatment. 
Others are forced to conform to a pattern of bed care found on other 
wards. Undue stress may be laid on the need for clear-cut-diagnosis 
and somatic therapy. There is a danger that the general hospital may 
treat a large proportion of psychiatric patients capable of early recovery, 
and send on to the mental hospital only those with bad prognosis, 
lowering the mental hospital’s status and ability to function as a 
therapeutic community.”8 


In Britain there is a great deal of interest in the administrative prob- 
lems of psychiatric units. Both the proponents and opponents of this type 
of care agree that psychiatric units will not work unless the general hospital 
supplies adequate day space, occupational and recreational therapy space, and 
creates a proper therapeutic milieu.* | 

A further development in psychiatric facilities is the “small? mental 
hospital of about 300 beds. At present there are very few such institutions 





1Dominion Bureau of Statistics, Hospital Statistics 1959, Vol. I, Table 20, Ottawa: 
Queen’s Printer, 1961, p. 62. 


2 See for example briefs submitted to the Royal Commission on Health Services by: The 
Canadian Psychiatric Association, Toronto, May 1962, Appendix 5. The Canadian Medical 
Association, Toronto, May 1962, p. 15. The Government of Manitoba, Winnipeg, January 
1962, p. 12. The Canadian Welfare Council, Toronto, May 1962, p. 67. Canadian Hospital 
Association, Toronto, May 1962, pp. 86 and 87. 

* American Public Health Association, Mental Disorders: A Guide to Control Methods, 
New York: The Association, 1962, p. 11. 

*McKerracher, D. G., Trends in Psychiatric Care, a study prepared for the Royal 

Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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in this country. Concerning this type of facility the World Health Organiza- 
tion had this to say: 


“Recent studies have suggested that from a point of view of financial 
economy the optimum capacity for hospitals probably lies between 250 
and 400 beds. Smaller establishments are expensive because of their 
lower average percentage of occupants and the difficulty of amortizing 
technical equipment which is not in full use. Above 400 beds, the cost 
per bed begins to increase slowly and reaches rather high figures above 
800 beds. The reason is probably uncontrollable wastage, lack of responsi- 
bility on the part of too large a staff, unnecessary buying, and an 
industrial type of mechanization which is inevitable in very large 
hospitals; one must add to these the impossibility of sustained personal 
contact between the director and hundreds of hospital workers.” 


The World Health Organization recommends that these institutions 
should have a relatively short-life span. Industrial buildings, schools and 
certain other types of buildings are built on the basis of the prevailing tech- 
nology, and are demolished when technology advances and their efficiency 
is thereby impaired. An alternative to erecting buildings which become 
obsolete is to plan buildings which can have alternative uses so that when 
their initial use is outmoded, they can be used for something else. 

With the increasing number of aged persons in the population, there 
has been a rise in the proportion of aged and senile admissions to our 
mental institutions. In these spatially and professionally isolated long-term 
mental hospitals, chronic mental patients stand little chance of being returned 
to the care of the family, or a special community facility. The latter would 
be possible only if there existed adequate local community or regional serv- 
ices to treat the patient. Some patients, those suffering from severe psychi- 
atric disability, require long-term psychiatric and other medical care, while 
others with less severe psychiatric conditions need less intensive care which 
may be given in the home or a non-institutional community health facility.’ 

Much of the recent expansion in accommodation for mental disorder 
has been due to the increase in facilities for the mentally retarded. In 
Canada today there are eleven hospitals for the mentally retarded which 
care for 10,751 patients. In those provinces which do not have these facilities, 
Newfoundland, Prince Edward Island, and New Brunswick, the mentally 


1World Health Organization, The Community Mental Hospital, Third Report of the 
Expert Committee on Mental Health, Technical Report Series, No. 73, Geneva: The Organiza- 
tion, 1953, p. 29. As quoted by McKerracher, op. cit. 

2See, for example, briefs submitted to the Royal Commission on Health Services by: 
Canadian Hospital Association, Toronto, May 1962, p. 23; The Canadian Medical Association, 
Toronto, May 1962, pp. 4 and 50; The Canadian Welfare Council, Toronto, May 1962, pp. 48-52; 
The Government of Manitoba, Winnipeg, January 1962, p. 9; Victorian Order of Nurses, 
Toronto, May 1962, pp. 15-24. 
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retarded are cared for in provincial mental hospitals.* The total number of 
mentally retarded individuals in Canada is estimated to be between 200,000 
and 300,000 consisting of the three following groups: 


“(1) a high-grade group which includes 85 percent of the total; these persons 
can be self-supporting if given special education and training and some 
assistance in finding suitable employment; 


(2) the second group comprises about twelve percent of the total; they can 
never be totally self-supporting but given suitable training and supervi- 
sion in the community should, for the most part, remain out of institu- 
tions, contributing something towards their own support; 


(3) the third and lowest grade is wholly dependent and will require 
moderately skilled nursing care throughout life”.’ 


Since the first group can be made self-supporting, the practice of 
segregating large numbers of them in institutions will need a critical review. 
An attempt to integrate as many as possible of these patients into the 
regular school programme rather than segregate them as is now the case, 
‘would seem to be a more effective means of treatment. After school age, 
this group in order to become self-supporting, would require job placement 
and supervision. 

The second group can never be self-supporting, but the patients 
could be cared for in the home, provided visiting nurses and counsellors 
for the parents are available. The sheltered workshop is possibly the only 
work situation in which individuals in this group can function. 

For those in the third group there is no possibility of becoming self- 
supporting. These individuals place a particularly heavy financial, physical 
and psychological strain on the family, especially the mother. Nevertheless, 
with help from the visiting nurse and counsellor, home care may be possible 
for some for part of their lives. When this proves inadequate, institutional 
care is the only recourse. 

The problem of the early recognition of the mildly mentally retarded 
children is difficult under our present system. When the child fails in school, 
or shows some abnormal behaviour characteristics, treatment and care should 
begin. Unless those closest to the child, parents and teachers, are cognizant 
of the first signs of mental retardation, early recognition and care are 
delayed. The vital importance of early recognition of mental retardation is 
illustrated by the problem of phenylketonuria which is diagnosed when 
phenylpyruvic acid is found in the urine of infants. “If the infants were 


1 McKerracher, D. G., op. cit., Part ITI. 

2Ibid. Another classification is that used by the Canadian Association for Retarded 
Children, brief submitted to the Royal Commission on Health Services, Toronto, May 1962, 
pp. 7 and 8. (See introduction to Recommendations 7-12.) 
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diagnosed at 3 to 5 weeks of age and placed on proper dietary therapy it 
is likely the retardation could be prevented or at least minimized.” 

A key figure in the diagnosis and treatment of the full range of 
psychiatric disorders is the family physician. He may be the general prac- 
titioner or internist, paediatrician, and to a lesser extent some other specialist. 


According to McKerracher: 


“A ... about 25 per cent of all patients consulting their family doctor do so 
because of disorders caused by anxiety or depression, and these physicians 
also see many patients with organic confusion. Of necessity, the family 
physicians refer very few of these problems to specialists—probably not 
more than five per cent at the most. The factors influencing referral are 
complex and varied; they include severity of illness, the nature of the 
training of the family physician, the availability of consultants and also 
financial and social circumstances. In dealing with the social and 
psychological problems of their patients, Canadian family physicians now 
receive little help from social agencies and from public health nurses. 


“B The family doctor always has treated and always will treat most of those 
who come to him with psychiatric problems. Even if it were desirable, 
it would never be possible to provide cradle-to-grave psychiatry through 
an organization of specialists. Unfortunately, the family physician usually 
lacks training in psychiatry, yet receives little help from psychiatric con- 
sultants and from the community social services. Usually he can’t get a 
psychiatrist quickly and when he does secure one, often he is not very 
helpful. Moreover, when any of his psychiatric patients need hospitaliza- 
tion, the general practitioner is faced with the distasteful necessity of 
referring the patient to a provincial hospital.”? 


Despite the importance of the family physician in the diagnosis and 
treatment of psychiatric conditions, it is not often that his present and 
potential contribution is recognized, but this is due, in part, to his inadequate 
training in psychiatry.® 

Another important service for the diagnosis and treatment of 
psychiatric conditions is provided by psychiatric clinics and out-patient 
departments. Although the data on facilities published by the Dominion 
Bureau of Statistics are incomplete,* this is the only source available to 
which we can turn for information.® The total number of new patients seen 
in 1960 was 34,104, and assuming each of these was seen by a physician, 
“the average full time physician saw 214 new patients per year, and the 
ratio of total interviews to new patients was 4.0:1”.° In view of the lack 


1The Nova Scotia Division of the Canadian Association for Retarded Children, brief 
submitted to the Royal Commission on Health Services, Halifax, October 1961, p. 12. 

2 McKerracher, D. G., op. cit., Part III. 

3 Tbid., see also MacFarlane, J. A., Medical Education in Canada, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 

Richman, A., op. cit., Chapter II. 

5This is another instance where improvement in data collection would strengthen 
greatly our ability to formulate judgment based on facts rather than on inadequate knowledge. 

® Richman, A., op. cit., Chapter II. 
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of studies aimed at objectively evaluating the services provided in the clinics 
and out-patient departments, it is impossible to state the degree of their 
effectiveness as one of the community’s weapons in combatting psychiatric 
disorders. Nevertheless the Canadian Mental Health Association is of the 
opinion that in the future we will see an emphasis on community psychiatric 
services including those “where a large proportion of psychological disorder 
can be diagnosed and treated without hospitalization’. 


TUBERCULOSIS FACILITIES 


Tuberculosis services share with the services for the mentally ill a 
long history of development apart from the general health services in the 
community. This separation found its most recent formal expression in the 
Hospital Insurance and Diagnostic Services Act of 1957, which specifically 
excludes both tuberculosis and mental hospitals from the coverage by the Act. 

The early concern of provincial governments with the treatment of 
tuberculosis was the direct result of their role in the control of communicable 
diseases. There has been no uniform pattern in the development of tubercu- 
losis services in the different provinces. Invariably, the first services were 
organized and financed by voluntary effort. Then they were gradually financed 
by governments in whole or in part and were incorporated into the public 
health services as they developed.” They still remain, however, a combination 
of voluntary and official effort. 

Tuberculosis being a communicable disease, diagnosis and case-finding 
were given early attention by the voluntary and provincial agencies concerned. 
The next step in the chain of control measures was the isolation and the 
treatment of the case. The protection of the community was a strong reason 
for removing the patient to an institution. It was an important public health 
objective in the hospitalization of the tuberculous. 

Physical separation with the resulting problems of securing medical 
staff contributed to the isolation of tuberculosis services from the general 
health services. Because of their location, these institutions required a full- 
time medical staff which resulted in the development of a discipline of its 
own with a substantial number of doctors recruited from those who had con- 
tracted the disease and after recovery were willing to continue work in this 


The Canadian Mental Health Association, More For The Mind, Toronto: The Associ- 
ation, 1963, p. 55. 

? Wherrett, G. J., Tuberculosis in Canada, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 
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specialty. This source of supply has happily dried up, however, with increas- 
ingly effective protection of the medical practitioners against infection. The 
recruitment of personnel from outside has also been made more difficult by 
the isolation of these services as well as the declining prospects for profes- 
sional practice in the tuberculosis field as such." 

The public health aspects in the control of tuberculosis have been 
one factor in the assumption of provincial responsibility. Another has been 
the fact that, on the one hand, treatment could be enforced by law, but on 
the other, hospitalization was so long and costly that the affected individual 
could hardly be expected to bear the resulting expense. Thus, today, 
sanatorium treatment is provided at government expense in most provinces. 
Even in those provinces where an individual charge for the care may be made, 
the amount collected from paying patients is usually a small percentage of the 
total cost. The work of case-finding continues to be supported largely by 
voluntary campaigns conducted by the Canadian Tuberculosis Association.* 


Hospital Resources 


The erstwhile reasons for the separate development of tuberculosis 
services have been gradually removed during the last two decades or so. 
Chemotherapy and antibiotics have drastically transformed the course of 
treatment and decreased the length of stay in sanatoria. The average hospital 
stay of tuberculosis patients was reduced from 300 days to 264 days between 
1958 and 1960, with New Brunswick showing an average stay of only 194 
days in 1960. 

Table 8-9 shows that an increasing proportion of the disease is 
treated in tuberculosis units of general hospitals rather than in sanatoria. 
The percentage of total beds located in these units rose from 6.6 per cent 
in 1958 to 10 per cent in 1960. The number of these beds has actually 
increased while the bed capacity in sanatoria has fallen substantially, resulting 
in a steady decline in the total number of tuberculosis beds. This decline 
is taking place despite the population increase. Thus, the rated bed capacity 
per 1,000 population declined from 0.9 beds per 1,000 population in 1958 
to 0.7 beds in 1960.3 

The rehabilitation of the recovered is being more and more co-ordi- 
nated with general rehabilitation programmes. This trend towards integration 
has also begun in the tuberculosis services provided for the Indian and 





1 Tbid. 
2Dominion Bureau of Statistics, Canada Year Book 1962, Ottawa: Queen’s Printer 
1962:-p2 23): 


’Department of National Health and Welfare, Hospital Care in Canada, op. cit., 
Chapter III. 
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TABLE 8-9 ESTIMATED RATED BED CAPACITY, TUBERCULOSIS 
SANATORIA AND UNITS (FEDERAL AND NON-FEDERAL), CANADA, 





1958-1960 
Year Tuberculosis | Tuberculosis Total 
Sanatoria Units 
cc oit pei donsahete nat cobostarmnsdioneneas 14,237 998 15,235 
| conten a Ae Bg a le 13,242 823 14,065 
e250 n Sud cea an eves ve Sscnaedeotsnvashebes 11,687 1292 125979 


SourcE: Department of National Health and Welfare, Hospital Care in Canada, Ottawa 
1962: (unpublished report), Chapter III. 


Eskimo population among whom the largest remaining pockets of tuber- 
culosis still persist. There the co-ordination of tuberculosis services with 
general health services is progressing simultaneously with the gradual inte- 
gration of the special services for these population groups with the regular 
provincial health services. 

These developments are the consequence of the greatly reduced inci- 
dence of tuberculosis morbidity as indicated in Chapter 5. That the reduction 
in beds still lags behind the declining demand is indicated by the fact that 
the occupancy rate in relation to beds set up has declined from its high of 
93 per cent in 1953 to 78 per cent in 1960.1 One of the reasons for this 
slow rate of converting unused beds to other uses is the location of many 
of the institutions, their structure, and often also their age, which in some 
instances renders them unsuitable for other purposes. 

The lagging reduction in the number of tuberculosis beds is also 
reflected in the trend in the number of staff. Total staff has decreased by 
about 12 per cent from 1958 to 1960.2 This corresponds roughly to the 
decline in the number of beds but, as may be expected from the sharply 
lowered occupancy rate of the remaining beds, the ratio of personnel per 100 
patients has increased by almost 25 per cent between 1958 and 1960.3 
According to Table 8-10, there has been little change in the number of 
physicians and nurses per 100 patients but the number of orderlies, attendants, 
and nursing assistants, has risen significantly. 


1Dominion Bureau of Statistics, Tuberculosis Statistics 1960, Ottawa: Queen’s Printer, 
1962, p. 48. It should be noted that the number of beds shown in tuberculosis sanatoria is 
not an indicator of the number of patients hospitalized with tuberculosis since sanatoria have 
been used in some provinces to provide accommodation for the chronically ill and the aged 
mental patient. 
? Department of National Health and Welfare, Hospital Care in Canada, op. cit., 
Chapter III. 
= 3 oi Bureau of Statistics, Tuberculosis Statistics 1960, Ottawa: Queen’s Printer, 
(p54, 
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TABLE 8-10 NUMBER OF SELECTED CATEGORIES OF PERSONNEL PER 
100 PATIENTS, IN TUBERCULOSIS SANATORIA, CANADA, 1958-1960 








Category 1958 1959 1960 

PHYSICIANS Ste, eee ee ee cre ae ee 4.1 4.1 4.1 
POL-tiMe ee ee re agrees ee ee eee 2.4 DS 2:5 
Part-time: (ie eee re ee eas ees Le? ge) 156 
GraduateyNursessc 8 eee eta aie eee 11.6 LS 1260 
Orderlies, Attendants, and Nursing Assistants................... 16s 18.3 2102 


Source: Department of National Health and Welfare, Hospital Care in Canada, Ottawa 
1962 (unpublished report). 


INTERNATIONAL COMPARISON, HOSPITAL FACILITIES 


We have described the expansion of hospital facilities in Canada and 
have indicated that although the number of beds available has increased 
substantially, the supply of beds relative to the population has not changed 
significantly, and with the elimination of many beds in tuberculosis hospitals 
this ratio has been declining in recent years. 

Compared with other nations, however, Canada ranks favourably in 
terms of population per hospital bed. Table 8-11 shows that in 1959 of the 
countries listed, Switzerland had the lowest ratio followed by Canada, 
Australia, New Zealand, and Sweden with population-bed ratios of 90 people 
per bed. The United States and the United Kingdom had a ratio of 110 people 
per bed and other countries, such as the Netherlands, had a ratio of 130 to 
each bed.! 

With only few exceptions, the differences between the ratios in the 
selected countries fell within a range of 90 to 110 persons per bed. On the 
other hand, if the ratio is expressed in terms of the number of beds per 1,000 
population, the above mentioned range would mean that in these countries 
there are between 10 and 11 hospital beds of all types per 1,000 population. 
Thus, in most developed countries the total hospital bed supply in relation 
to the population does not vary substantially, although there may be greater 
differences in the proportions of the various types of beds.” 


1See Table 8-11. 

2In 1960, the United Kingdom had 10.3 beds per 1,000 persons of which 5.7 were in 
acute, geriatric, maternity and other hospitals and 4.6 beds in hospital for the mentally ill 
and mentally retarded. In that year Canada had 10.7 beds per 1,000 persons of which 3.8 
were in hospitals for the mentally ill and the mentally defective and 6.9 in other hospitals 
including tuberculosis hospitals. See National Health Service, A Hospital Plan for England 
and Wales, London: Her Majesty’s Stationery Office, January 1962, pp. 274-275. 
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TABLE 8-11 INTERNATIONAL COMPARISON, 
POPULATION PER HOSPITAL BED, 
SELECTED COUNTRIES, 1959 











Population per 


Country Hospital 
Bed 
PNET EER Ge See a ete I eee eT 90 
DSIRE RIE gg a i ee el) al tc elt a ia ve en A 110 
LCIICH UTED ea ans Tu RIE 5 ee MAL IS OR ER 1306* 
(CECA CE EE Jor Een ee eee Oe Sonnet eeeD 90 
[CT TOTIETE IS ene dR Ole en cn ee ee or 110 
EO TAING ERE WALES: 2 oni tas scnvbene. ei leed fe aedes ounce etontes 110 
1 PITCISE NG Ue sesy ol re Sn RE eNO Ooo PM 110 
SETS Re CO at ee a eR OnE, Cn Oe 110 
Germany: Federal REOUDIC..5...cccc.ccscnncsecvstesvens 100 
(CHRO SCS Se ee een ae NO ce Re ee al Rone Ree ee oe we 
[OEY Sih, Bec yaaa ARREARS fg ee ao 110 
PRUNSAIA ID OUI tO ves Sedioose so anssuas seis wale wisina Soe 100 
INSULTED et A i NR J a 130 
EN CRNIRUACEN (211 Ia Sn eo ee 90 
I NOURI Soe coor ca ae at en te 110 
| POV PAUKCE LW Ga See eee ee em Re > oa 190 
SOE GO a) dR One AR ln ee ne SRR phe ary cE 310 
SV EOCICIE a oe di etn RR Rg eA ea AO 90 
SALTZ CTR TONC [ane den Ae Re RTA RE A Dg oS 80+ 
WWinite@a States:. fests eave, hee A. nk get nessa el 110 


*Data related to 1958. 

**Not available. 

+Data related to 1956. 

SourRcE: Compilation based on World Health Organization, 
Annual Epidemiological and Vital Statistics, Geneva: The Organization, 
1962, pp. 654-695, and United Nations Demographic Yearbook 1960, 
New York: The Organization, 1961, pp. 104-115. 


HEALTH SERVICES 


In Chapter 6 we described briefly the evolution of health services 
from an early, simple and primitive stage to the technically advanced health 
services complex of today. The discussion of health personnel in Chapter 7 
and of facilities in this chapter illustrates the vast difference between medical 
practice then and now, and also between the early hospital and the modern 
institution. But apart from the high degree of diversification of these two 
_types of health resources, our modern communities have a great number of 
new services and agencies, all attempting to fill some newly developed or 
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newly recognized need. Among these are the services provided to the general 
public by local or provincial governments and by voluntary organizations, as 
well as services made available under a variety of auspices to selected groups 
of the population such as members of the armed services, veterans, Indians, 
and employee groups. 

Also comparatively new is our concern with the provision of more 
adequate health services in the remote areas of the country which have 
problems entirely different from those in the more densely settled parts. 

We have come to recognize, furthermore, that the sick and disabled 
require a number of services which are not health services in the sense of 
applying medical knowledge and techniques, but which are, nevertheless, 
essential if the patient is to derive the full benefit from the medical services 
he is using. Among them are the various welfare services, educational and 
training facilities, placement and employment services, and others which play 
a part in the rehabilitation of the patient. Also related to the problem of helping 
those disabled temporarily or permanently by illness are the various existing 
or still needed income maintenance programmes.” 


Government Health Services 


We use the term “government health services” instead of the term 
“public health services”, which is still frequently used, because public health — 
has the connotation of environmental and general preventive services as 
distinct from personal health services. The latter were originally considered to 
lie outside the sphere of government activity, but today this distinction is diffi- 
cult to maintain. For instance, immunization, prenatal and postnatal care, 
well-baby care, to mention some, are personal—though preventive—health 
services. The same is true of actual treatment service provided by govern- 
ment; for example, the service to the tuberculous, or home nursing carried 
out by the public health nurse. A preferable term is one which refers both 
to the auspices under which a service is provided, e.g., government, and to 
the type of service, e.g., environmental sanitation, and immunization. 

The federal Department of National Health and Welfare and the 
provincial departments of health are organized largely along parallel lines, 
with the former assuming mainly a consulting function except in the areas 
of grants (National Health Grants and Hospital Insurance Programmes), 
and the areas assigned to federal jurisdiction. 

Provincial governments have set up separate divisions or sections 
responsible for the general stimulation and supervision of local health activity, 


1We have presented here a brief outline of the services available through various 
government agencies. A more detailed analysis for the organization and provision of these 
services will appear in Vol. II of this Report. 

2See Chapter 1. 
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the organization of new local health districts, the administration of grants-in- 
aid, the channelling of information from the specialist divisions to local health 
officials, and the co-ordination of provincial and local programmes.! 

The organization and administration of the local health units vary 
considerably. Local requirements in public health services have necessitated a 
decentralization of public health facilities which has led to a certain degree 
of local autonomy. The functions and organization of local public health 
facilities vary considerably among the provinces although basic programmes 
are similar. Most types of preventive public health service are provided at 
the local level, and these include sanitation, child, maternal and school 
health, and communicable disease control. 

Local health units are financed by all three levels of government; 
municipal, provincial and federal. The municipal share is usually distributed 
among participating municipalities on a population basis. Provincial assist- 
ance is provided through percentage grants for approved services in Ontario 
and Alberta. In Quebec, Manitoba, Saskatchewan and British Columbia local 
governments are assessed some portion of the cost, while the province pays 
the balance. Federal assistance for the expansion of local health services 
has been provided since 1948 through the General Public Health Grant 
under the National Health Grants Programme. 

At the end of 1962, full-time public health services were supplied 
through 28 urban health departments and 179 local health units. The number 
of full-time health departments, units and districts had increased to 207 
from 157 in 1948. Intermunicipal units were distributed as follows: Nova 
Scotia 8, Quebec 73, Ontario 35, Manitoba 13, Saskatchewan 10, Alberta 23 
and British Columbia 17. Urban health departments were located in these 
provinces as follows: Nova Scotia 1, Quebec 6, Ontario 13, Manitoba 1, 
Saskatchewan 2, Alberta 3 and British Columbia 2.? 

Some of the most common functions of health departments are briefly 
described below, but this description is by no means exhaustive. The degree 
of departmentalization varies with the size of the department and also with 
its policies. 


ENVIRONMENTAL HEALTH MEASURES 


These still form a very significant part of government activity. Their 
continued importance in the prevention of the spread of epidemic disease 
was discussed in Chapter 5. Some of the traditional functions in this area, 
such as maintenance of safe water supplies and supervision of sewage dis- 
posal systems, are generally well established and accepted as desirable 





1Canadian Public Health Association, The Federal and Provincial Health Services in 
Canada, Second Edition, Toronto: The University of Toronto Press, 1962. 
* Data supplied by the Department of National Health and Welfare. 
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community responsibilities, carried out by agencies other than health 
departments. But new and more difficult tasks have arisen such as the control 
of air pollution, and radiation hazards. Some of these operations require 
international collaboration plus close co-ordination between the various levels 
of government in their administration as well as in their laboratory and 
other scientific services. 

The prevention of industrial accidents, occupational diseases and 
the maintenance of the health of employees are the joint concern of industry 
and government agencies, including workmen’s compensation boards and 
health departments. 

Specialized advisory services on occupational health problems are 
provided by the Federal Government which undertakes studies such as 
a continuous review of certain occupational health hazards, e.g., those 
caused by radiation. Federal industrial radiation protection activities include 
the reviewing of all applications for licence to procure radio-isotopes for 
clinical or other use and the regulation of safe design and operation of 
nuclear reactors. Field studies are undertaken of radiation hazards associated 
with the industrial and institutional use of X-ray equipment. 


COMMUNICABLE DISEASE CONTROL 


A major function of government health authorities is the control - 
of communicable disease. This is the function of separate divisions in six 
provincial health departments and is part of the duties of a medical officer 
in others. The successes in the field of communicable disease control and 
the remaining and new challenges have been pointed out in Chapter 5. 
The traditional immunization programmes and particularly the anti-polio- 
myelitis campaigns using the Salk and Sabin vaccines are outstanding ex- 
amples of effective collaboration among all levels of government. 


FOOD AND DRUG CONTROL 


This is one of the oldest functions of government in the health 
field; it is one of the most important functions and at the same time one 
of the most difficult to administer. Together with other environmental 
control measures it is all too often taken for granted by the public. 

The Federal Government protects the public against health hazards 
in the consumption of food and drugs, fraud, deceptive labelling and mis- 
leading advertising, and against abuse of narcotics and other potentially 
dangerous drugs through administration of the Food and Drugs Act, the 
Proprietary or Patent Medicine Act, and the Narcotics Control Act.* 


1 Activities in the field of drugs are dealt with in Chapters 9, 16 and 17. 
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MATERNAL AND CHILD HEALTH 


Programmes of this nature have been greatly stimulated by the still 
unnecessarily high, though declining, infant mortality rate.* Provincial 
maternal and child health services include supervision of the mother from 
the beginning of pregnancy into the post partum period, and of the child 
from the time of birth through the neonatal stage, infancy, early childhood 
and the school age period. These services are largely decentralized through 
local health units and departments, but nearly all provinces maintain separate 
divisions of maternal and child health, or employ consultants to promote 
better standards and give technical assistance. Public health nurses play 
a prominent role in providing services. All provinces have special divisions 
or sections to supervise public health nursing activities. Dental health and 
rehabilitation services form an integral part of maternal and child health 
programmes. 

Here, as in the following discussion of dental health measures, we find 
a government operated service which is preventive but largely personal in 
nature thus supplementing the services provided by private personnel and 
agencies. 


DENTAL HEALTH 


Dental health programmes are focussed mainly on children and public 
welfare recipients and are administered chiefly by local authorities through 
dental health clinics. Although prevention of dental disease is the primary 
goal of these programmes, the provision of emergency care for children 
whose parents are unable to pay remains a primary consideration in some 
districts. Limited dental care benefits are provided for public assistance 
recipients in five provinces: British Columbia, Alberta, Saskatchewan, Mani- 
toba and Ontario. The service is carried into remote areas by mobile units. 
Consultation on fluoridation is frequently found among the functions of 
dental health divisions of provincial health departments. 


HEALTH EDUCATION 


This function has received growing recognition as a necessary pre- 
requisite for the success of health measures, particularly preventive ones. 
While every health worker is expected to carry out some health education, 
the need for professional full-time health educators has been increasingly 
recognized. This is evidenced by the fact that most provincial health depart- 
ments have developed separate divisions or units to co-ordinate educational 
programmes; Nova Scotia conducts health education activities through vari- 
ous agencies. 





1See Chapter 5. 
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NUTRITION 


This is an important factor in the maintenance of health; it has 
resulted in the development of nutrition services in provincial and federal 
departments. Such services include technical guidance, education, consulta- 
tion and research, and in some instances, sponsorship of school lunch pro- 
grammes and distribution of dietary supplements.! 


PUBLIC HEALTH LABORATORIES 


These are involved in environmental studies and communicable 
disease control. The principal types of work performed by laboratories 
include medical microbiology, serodiagnosis, sanitary bacteriology, clinical 
pathology and tissue pathology. Studies involve the testing of water, milk 
and food samples, and investigation of infectious diseases of bacterial, viral, 
fungal and parasitic origin. 

Recent trends in some provinces include efforts to co-ordinate public 
health and hospital laboratory services, special measures to bring laboratory 
facilities to rural areas, and devices to reduce the direct cost of clinical 
laboratory procedures to the individual. Notable among these experiments 
are the provincially subsidized laboratory and X-ray units in Manitoba, 
and integration with general hospitals and standardized charges for service 
achieved in the Atlantic Provinces. The scope of free service has been. 
extended beyond public health tests in many provinces to include histopatho- 
logical examinations for cancer and a variety of other clinical procedures. 

The Federal Government operates separate central laboratories special- 
izing in research in environmental and occupational health, radiation pro- 
tection, public health engineering, nutrition, bacteriology, biochemicals, 
biologics control, clinical chemistry, syphilis serology, virus control, and food 
and drug analysis. Regional food and drug laboratories are also maintained 
in five major Canadian cities.” 


RESEARCH AND STATISTICS 


The activities carried out in government departments of health vary 
with the size and the resources of the department as well as the awareness 
of their value. A good deal of technical—as opposed to operational—research 
has always been carried out in connection with the various programmes 
mentioned above. Of relative recent origin is operational research which 
attempts to evaluate various phases of the health services; this has come about 
as the result of the growing complexity and cost of our health services. Studies 


1Canadian Public Health Association, The Federal and Provincial Health Services in 
Canada, op. cit., and data supplied by the Department of National Health and Welfare. 
? Halifax, Montreal, Toronto, Winnipeg and Vancouver. 
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of this nature as well as epidemiological studies of disease require reliable 
and comprehensive statistics compiled on a continuing and comparable 
basis. While certain statistical series such as vital statistics are well established, 
Canadian health statistics particularly on the national level are still woe- 
fully inadequate, a fact which made the task of the Commission more difficult 
in a number of aspects. This does not mean that we suffer from a numerical 
lack of data. There is an impressive array of health statistics but these are 
not always based on clearly discernible criteria except perhaps that data 
should be produced in increasing quantities.1 The usefulness of these data is 
further limited by the time lag in their publication. These are serious short- 
comings especially in an era when significant changes are taking place 
in the health of our citizens, and in the health services complex. Compre- 
hensive, accurate, up-to-date data which reflect these changes are a vital 
element in the planning required to deal with the task of continuing improve- 
ment of the health status of the Canadian people.? We think that the remarks 
of Titmuss concerning statistics on income distribution in the United Kingdom 
are equally pertinent to the field of health statistics in Canada. 


“To what extent then... are we becoming prisoners of the statistical 
houses we built in the past to accommodate the social data of that age? 
The appeal of continuity in the analysis and presentation of large masses 
of data must always be strong in an historically conscious society and 
Statisticians (like other people) have their own particular reasons for not 
wishing to change. Their preferences for stability and order are reinforced 
when those who use the results of their work fail to appraise its relevance 
to a different social structure and to changes in economic and institutional 
relationships.’ 


Voluntary Health Services 


Besides the health services provided by governments, the hospitals, 
the health professions and occupations, there are numerous other agencies 
concerned with the care of the sick and disabled. These are voluntary health 
agencies which provide actual personal health services, although some of 
these agencies are devoted wholly or in part to fund raising and research.* 
A significant feature of these voluntary services when compared with govern- 
ment services, is their uneven distribution due to their greater dependence 
on local initiative in their organization and operation. 


—_—— 





*See, for example, the proliferation of publications such as the following: Dominion 
Bureau of Statistics, Hospital Statistics, Vols. I and II, which in recent years have become 
Hospital Statistics, Vols. I to VI. 


2'We propose to deal with this subject more specifically in Volume II of this Report. 


3 Titmuss, Richard M., Income Distribution and Social Change, Toronto: University 
of Toronto Press, 1962, p. 192. 


*We deal further with this subject in Volume II of this Report. 
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Health organizations considered as voluntary in this context are non- 
profit organizations under voluntarily organized boards.’ In most cases it is 
the stated policy of these organizations that the services provided are only 
to be financed if they are not supported elsewhere from either public or 
private funds. 

In terms of their objectives as well as the nature of their membership 
one can distinguish two types of voluntary health organizations: (1) The 
“citizen-member” organization, established by citizens to provide services 
to other people and representing the familiar form of voluntary philan- 
thropy; (2) The “patient-member” organization, organized by patients, their 
relatives or friends to provide services to themselves.” . 

Many of the organizations are concerned with case-finding and 
particularly the early detection of disease or disability. They determine 
services needed and refer to sources of treatment, including the family 
physician. The clinics may be stationary or travelling, and are in some cases 
designed to estimate the prevalence of certain conditions and the need for 
more permanent service. 

Voluntary organizations have been instrumental in providing hospital 
care by contributing to the capital and operating expenditures, as well as by 
administering certain institutions. After the advent of the hospital insurance 
programme, some of these organizations have provided supplementary 
services for in- and out-patients. This applies particularly in the field of — 
tuberculosis and rehabilitation services, as well as the hospitals established 
and operated by the Red Cross. 

In the area of rehabilitation, voluntary effort is as diversified as the 
rehabilitation services themselves, ranging from in-patient care, out-patient 
care in hospitals or special centres, to the training and education of the handi- 
capped, as well as the supply of appliances and equipment. But while 
hospitalization has become almost entirely a public responsibility, home 
nursing is still carried out largely by voluntary organizations such as the 
Victorian Order of Nurses. The importance of this service is increasing with 
the growing attention to organized home care and the prenatal and post- 
natal care of maternity cases.® 

The role of voluntary organizations in the field of psychiatric care 
and the treatment of the emotionally disturbed is increasing as the emphasis 
shifts from institutional care to the development of community mental health 
facilities. Here again, training and education are partly supplied or assisted 
by voluntary organizations. 


1Govan, E. S. L., Voluntary Health Organizations in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter I. 

2 Ibid. 

8’ Home care programmes are discussed in detail in Chapter 15. 
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A limited amount of dental care is provided through voluntary effort 
in outlying areas or to needy children. 

Transportation to and from treatment centres is paid for by volun- 
tary organizations, and also accommodation for patients who have to wait 
for diagnosis or treatment at a place remote from their residence without 
being admitted as in-patients is sometimes provided. The latter applies to 
handicapped persons attending special schools or classes. 

Voluntary effort has succeeded in organizing a vital element in Can- 
ada’s health services: the blood transfusion service of the Canadian Red 
Cross. The objective of this service is: 


“... to supply every hospital in Canada, free of charge with whole blood, 
dried plasma, distilled water for its reconstitution and sterile administration 
sets, the one stipulation being that any hospital wishing to participate 
would undertake to make no charge whatsoever to patients transfused 
under the scheme”.? 


Voluntary effort has resulted also in the organization of eye and tissue 
banks, and in the preparation and distribution of surgical dressings particu- 
larly to cancer patients. 

The actual provision of drugs is a service which most organizations 
consider beyond their means, but patient-member organizations have been 
formed which, together with existing citizen-member organizations, are 
active in assisting in the purchase of drugs particularly where costly drugs 
have to be taken regularly. Voluntary organizations also assist in the supply 
of prosthetic devices and other equipment to the temporarily or permanently 
disabled. 

The home care of the sick, whether as an organized programme or 
not, and the rehabilitation of the handicapped require a wide range of 
ancillary services, a large number of which are provided by voluntary effort. 
Among these services are homemaking, practical nursing, other social serv- 
ices, and the provision of teaching and training personnel and facilities such 
as sheltered workshops, a logical extension of the extensive voluntary serv- 
ices to the handicapped during their rehabilitation stage. Their objective is 
either to serve as a stepping stone to competitive employment, or as a per- 
manent place of work for those unable to compete in the open labour market. 
Many handicapped are able to perform various types of work, but are unable 


__ 1Since September 1957, the Junior Red Cross Advisory Committee of the Saskatchewan 
Division, Canadian Red Cross Society has carried on seven dental clinics for children at 
Cumberland House and eight at Ile 4 la Crosse in Northern Saskatchewan. These dental 
clinics were undertaken as a five-year pilot project, The Canadian Red Cross Society, brief 
submitted to the Royal Commission on Health Services, Toronto, May 1962. 

2Stanbury, W. S., Origin, Development and Future of the Canadian Red Cross Blood 
Transfusion Service, Toronto: The Society, 1961, pp. 9 and 10. 


74563—23 


ZiepA THE EXISTING HEALTH SERVICES COMPLEX 


to cope with the environment which usually prevails in industry or business; 
they may be unable to travel to or from work, use the regular machines or 
other equipment, or they may require longer rest periods or other special 
arrangements. This is where the sheltered workshop comes in: it provides “a 
work experience without the stress and tension of competitive employment”. 
Thus, the emphasis is on the provision of a work environment suited to the 
condition of the handicapped. The type of work itself ranges all the way from 
routine jobs requiring a minimum of skill and strength to the production of 
articles ‘of high artistic quality”.? It is estimated that about 3,500 persons are 
assisted by these workshops.* 

What has been said about the need for greater co-ordination among the 
health services in general applies also to many forms of the voluntary effort 
in this field. Voluntary organizations, by their very nature, come into being 
through the initiative of groups and individuals who recognize certain prob- 
lems and needs in the community. Their primary concern is, therefore, with a 
particular need. With the growing complexity of our health problems as well 
as the services aimed at their solution, it is becoming increasingly difficult to 
isolate specific needs and activities directed towards meeting them. 

Voluntary effort, nevertheless, has the great merit of recognizing 
needs and taking action often long before public services come into operation. 
The history of government health services abounds with examples of volun- 
tary initiative preceding an active interest by governments. Tuberculosis. 
services and the erection of hospitals are examples. They also illustrate the 
fact that it is essential for voluntary health agencies to continue to function in 
areas where governments become involved. In the fields of tuberculosis and 
hospital construction, which we cited as examples of some of the earliest 
fields of large scale voluntary services, these services have continued their 
substantial contributions long after government has assumed a much greater 
role. The visiting nursing service is another instance where a voluntary 
effort has been in operation for a long time even though its services are 
increasingly employed by public agencies. In thus recognizing and empha- 
sizing the contributions of voluntary organizations, one should include 
not only those providing actual services but also those whose aim is the 
education of the public or research. Nor should one overlook the contributions 
made by voluntary effort towards the solution of the problem of financing 
health services. Often there may be limits to what voluntary enterprise can 
accomplish, limits which eventually may require public agencies to sub- 
stantially support a voluntary scheme or completely take over its programme. 


1 Armstrong, K. S., “The Sheltered Workshop in the Rehabilitation Process’ im 
Rehabilitation in Canada, Department of Labour, Ottawa: Queen’s Printer, Summer 1962, 
Dao! 

2 Marina Creations, Rehabilitation in Canada, ibid., p. 14. 

8’ Data supplied by Department of Labour. 
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But we are convinced that voluntary organizations in the health field will 
continue to render essential services by: 


1. identifying problem areas and drawing attention to them; 
2. providing at least some relief expeditiously; 

3. developing methods of solving the problems; and 

4. participating with government in particular programmes. 


It would be difficult to over-estimate the competence of voluntary 
effort and agencies in the health field. Nevertheless, in a field of action as 
complex as this one, it is essential that there be increasing co-ordination 
among voluntary agencies and co-operation with government. We deal with 
this matter further in Volume II of this Report. 


Other Community Services 


We wish to emphasize the relationship of health services with other 
community services. While we cannot concern ourselves in detail with these 
other services, they are an important element in an integrated system of 
health services. 

These supplementary services include the services provided by welfare 
departments, social workers, homemakers, and the wide range of services 
required to establish and maintain the patient or his dependents in the 
community including the placement of the rehabilitated in fitting employment. 
Effective co-ordination of such services with a properly planned health care 
programme is essential if adequate progress is to be achieved in the health 
field making the most effective use of the nation’s total resources. 


Health Services for Selected Groups 


Certain services are established exclusively for use by members of 
specific population groups, such as the armed services, veterans, Indians, 
and employee groups, including workmen’s compensation cases. 

The auspices under which these services are provided vary with 
the group. So does the range of services provided and the provisions for 
their use. Our main interest in this context is in services specifically ear- 
marked for a certain group and not generally accessible to other members 
of the community. With the exception of the armed services, members of 
these groups may either be treated by a physician employed, or a hospital 
operated by the particular agency. For certain conditions or in certain areas 
a person may be referred to the general community services which would 
then be reimbursed. The health care of Indians particularly is now in a state 
of transition with the administration gradually moving from the Indian Health 
Services of the Department of National Health and Welfare to the general 
health services of the provinces. 
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Industrial health services provided by government have been noted 
above, but industry is now concerned with the general health of the members 
of the labour force. During World War II the objective of maintaining peak 
production in industry with a reduced labour force focused attention on the 
importance of a healthy labour force on the home front and of keeping to a 
minimum absenteeism due to sickness. Health services of some sort also 
have always been maintained in company towns or similar situations in 
isolated areas where the local industry provided the existing community 
health services. Since World War II the concern of industry with the general 
health of its employees, including the executives, continued to grow although 
the motives behind this concern changed gradually. In addition to the 
interest in maintaining high productivity, employers as well as unions began 
to take into account the growing awareness of health and health services 
as a desirable goal in our society. This led not only to the growth of group 
insurance for health services, but also to the establishment by industries of 
certain health services for their employees. The provision of a wide range 
of health services is still limited largely to industrial establishments in isolated 
areas. Most health services provided by industry are designed not to interfere 
with, but to supplement existing medical and hospital care by providing 
emergency services and consultation, leaving actual treatment to the private 
practitioner. Of a different nature but also designed primarily for specific 
groups of employees and their dependents are the facilities created by labour 
unions. An outstanding example is the recently organized centre at Sault 
Ste Marie, Ontario. 


Health Services in Remote Areas 


The remote areas present a picture essentially different from that we 
have painted for the rest of the country, and we wish to emphasize this point 
specifically. By remote areas we mean primarily the northern territories and 
it is for these areas that most of the existing data are available. But health 
and social conditions do not change with administrative boundaries, and 
much of what is said about the Yukon and the Northwest Territories also 
applies to the northern and outlying parts of the provinces, particularly in 
Newfoundland. 

Most of the criteria established for the adequacy of health services in 
southern Canada do not apply in the North where the service has to cope 
with proportionally more sickness and death, a population much more widely 
scattered over more inaccessible country, generally worse weather, with more 
limited transportation facilities, and inadequate communication facilities.? 


1Northern Health Service, Department of National Health and Welfare, Health 
Services Plan, Northwest Territories 1962-67 (Revised), Ottawa: The Department, February 
1962, p. 5. 
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The following data illustrate the situation but the figures should be 
interpreted against the background of climate, transportation and com- 
munication difficulties, and social conditions. 


TABLE 8-12 HEALTH SERVICES IN THE YUKON AND NORTHWEST 
TERRITORIES, 1962 











Northwest 
Item Yukon Merriories Total 

Mer? (SG., MUIES), .....0..0.<ccssseccsnsenrsdesecncerees 207 ,076 1,304,903 1,511,979 
(UCTS se ME tee ee ee 15,000 24,000 39,000 
BCS 58 oecd ens Aid pacescunectnsseataedeenes 170 576 746 

of these, in nursing stations.................. 8 67 i fe 
NS GE ei a Sat talemie Roos ohdook red 2 19 31 
NE es cic ieGak petal sccoteocdeeasn oun 5 3 10 
MmmEStCRER INUTSES). 6.50. 0...i6.ccectegoroecteleseneccsees 52 90 142 
Bemramedical Personnel ..........00..40.c.ec0cscseeseseessne 30 78 108 


Source: Northern Health Service, Department of National Health and Welfare, Health in 
Canada’s North, brief submitted to the Royal Commission on Health Services, Ottawa, November 
1962, and Dominion Bureau of Statistics, Canada Year Book 1962, Ottawa: Queen’s Printer, 1962. 


These are the services available in an area covering about 40 per 
cent of Canada’s total area, inhabited by about one-fifth of one per cent of 
her population. Obviously under these circumstances different standards 
regarding health resources must be applied since it is much more difficult and 
frequently more costly to reach a hospital, proportionally more beds must be 
Kept available for unexpected emergencies, and nurses and doctors serve fewer 
people in the North. Considerable time must be spent travelling, unpacking 
equipment, and organizing space for public health or treatment purposes. 

In isolated locations the only health facility may be a medicine chest 
with supplies sufficient to cope with emergencies under field conditions. 
There may be one among the people in the area with enough training in 
elementary hygiene, sanitation, first-aid and home nursing to cope with the 
situation until professional help or advice can be obtained. 

In or near larger settlements the nurse working in or from her 
nursing station provides all the health services that are available, preventive 


1Northern Health Service, Department of National Health and Welfare, Health in 
Canada’s North, brief submitted to the Royal Commission on Health Services, Ottawa, 
_ November 1962, p. 5, and Dominion Bureau of Statistics, Canada Year Book 1962, Ottawa: 
Queen’s Printer, 1962, p. 238. 
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as well as treatment. Due to her isolation, the nurse must also shoulder a 
far greater than usual share of the responsibility for individual cases. Medical 
advice may be available to her only by radio from a physician several 
hundred miles away. Clearly, service under such conditions requires not only 
professional proficiency, but also high ideals of service both of which are 
found in large measure among the nurses working in the remote areas. 


The logistic problems of transport and communications, of bringing 
patient and health personnel together, establishing sanitary facilities and 
bringing in supplies are unusually difficult because of distances, cost, and 
technical problems created by tundra terrain, permafrost, and the harsh 
climatic conditions. Even if a plane is ready to pick up a patient, the nurse, 
or a physician, weather conditions may delay the take-off for a week or 
more. 


The challenge of the vast open spaces grows the farther one moves 
north. It is present in the northern parts of Newfoundland and Labrador, 
the Province of Quebec, Ontario and even south of the 60th parallel in the 
western provinces. These areas are distinguished from the more densely 
populated areas in the south by the thinning population; lack of communica- 
tions; an economy limited largely to fishing, hunting, trapping, and scattered 
mineral resources; and the severe climate. These create problems for the 
provincial administrations in these areas, and particularly also for the North-_ 
ern Health Division! administering health services in the territories. 


The following tabulation, based on Table 8-12, compares health 
service ratios in the territories with the corresponding data for Canada: 


Yukon Northwest Canada® 
Territories 
Hospital beds per 1,000 population.............. (Ales! 24.0 10.8 
POpUlauIOn Per PHYSICIAN 2... \ce ed ccttenceene 1,250 203 857 
POpulation: per -Gentiste., . nce 3,000 4,800 3,108 
Population per registered nurse.................... 288 267 296 


* Data for Canada for 1961; data for Yukon and Northwest Territories for 1962. 
The population per square mile is 0.07 in the Yukon, 0.01 in the 
Northwest Territories, and 7.7 in the area covered by the provinces. In 


comparing the ratios of the territories with the Canadian figures one must 


1The Department of National Health and Welfare. 
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bear in mind the fact that in the Yukon there are about 14, and in the 
Northwest Territories 55 square miles for every inhabitant. 

The need to transport patients or health personnel over distances 
often of many hundreds of miles creates not only logistic but also economic 
problems. In the eastern and central Arctic the aircraft is the only means 
of communication at a cost ranging from about 10 cents to $1.00 per mile. 
In the Yukon there is access to many places by road but the travel time 
creates serious problems in emergencies. 

Members of the medical profession in the Yukon feel that the health 
services now operated by the federal department should be administered by 
the territorial administration.2 The same group emphasizes the principle of 
“a free enterprise type of practice” with prepaid medical insurance,’ but it 
also stresses the need for government assistance in such matters as travel 
subsidies* because of the time and cost involved in visits to outlying areas. 
Subsidies are also suggested to induce physicians to stay or settle in certain 
locations.® Visits of specialists also should be encouraged by subsidizing their 
transportation costs.® 

The problems of distance and service to small communities and 
scattered population are still greater in the Northwest Territories with a 
corresponding greater share of the Northern Health Division in the responsi- 
bility for both public health and treatment services. These services have been 
greatly strengthened since the establishment in 1954 of the Northern Health 
Services Division in the Department of National Health and Welfare. Plans 
for the further development of the health services in both territories during 
the period 1962 to 1967 were prepared by the Northern Health Service and 
have been approved by the Interdepartmental Committee on Federal- 
Territorial Financial Relations.* 

Further, the feasibility of successfully overcoming some of the 
handicaps of distance and inaccessibility has been demonstrated in some of 
the northern areas of the provinces, e.g., by the Saskatchewan air ambulance 
service, and in Newfoundland by the chartered air service and the floating 
clinic.® 


1See, for instance, Transcript of evidence, Hearings, Vol. No. 69, pp. 13278, 13292 and 
13293. 

2The Yukon Medical Association, brief submitted to the Royal Commission on Health 
Services, Whitehorse, 1963, p. 3. 

Sibid.; Pp. 2: 

* Ibid., p. 9. 

5 Tbid. 

8 bid. 

"Northern Health Service, Department of National Health and Welfare, Health Services 
Plan, Northwest Territories 1962-67 (Revised), Ottawa: The Department, June 1961, and Health 
Services Plan, Yukon Territory 1962-67 (Revised), Ottawa: The Department, 1962. 

®* The northern health services will be further discussed in Volume II of this Report. 
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SUMMARY OF DEVELOPMENTS 


In this chapter we have presented an outline of health facilities 
as they have developed and now exist, with some indication of changing 
patterns and needs. The traditional pattern of caring for the mentally ill 
and tuberculosis patients in segregated institutions is slowly being eliminated 
as the care of such patients is integrated into general hospitals. General 
hospitals themselves are growing larger and are being slowly concentrated 
in urban areas as the population of the country slowly shifts from rural 
areas. Important changes are still going on in the whole complex of general 
hospitals as a consequence of the national operation of the Hospital Insurance 
and Diagnostic Programme. These changes are due partly to the effects of 
integration of mental and tuberculosis services into general health services, 
but also to new concepts of the relationship between patient and hospital 
as evidenced by progressive patient care, rehabilitation services, and home 
care programmes.' 

The requirements to which these developments point in the future are 
discussed in Chapters 14 and 15. 


*The organization of health services, particularly the changing role of hospitals in 
community health programmes, is discussed in Volume II of this Report. 


Drugs as a Health Service 


This chapter deals with drugs within the health services complex. Whereas 
the other major components of this complex, the health professions and 
institutions provide basically services rendered in Canada, drugs represent 
commodities coming from an industry that relies heavily on imports and is 
largely foreign controlled. We have, therefore, found it necessary to deal with 
some of the special problems we face in Canada concerning the production, 
distribution, and the quality of drugs and present certain conclusions relating 
thereto. 


Health care is an integrated service designed to safeguard and 
improve the health of the nation. One vital part of that service is the 
provision of drugs or pharmaceuticals to persons requiring them for health 
reasons.’ A distinction should be made between “prescribed” drugs and 
“non-prescribed” drugs. Prescribed drugs may mean different things to 
different people as is noted later. Unless specified otherwise, prescribed 
drugs are those pharmaceuticals prescribed by a duly licensed medical, dental 
or other practitioner in Canada.” “Non-prescribed” drugs, or “proprietary 
medicine” as they are sometimes called, refer to drugs purchased by con- 
sumers directly from distributors, mainly retail outlets without prescription 
by either a physician or a dentist. These range all the way from vitamin 
preparations to drugs containing antihistamines. Expenditures on drugs of 
the latter type are based largely on “self medication”, that is, on the decision 


1We define drugs as chemical substances of therapeutic value serving a health purpose. 
This definition is further elaborated on in this chapter. 

2 By far the vast majority of drugs are prescribed by physicians. The practising dentist 
using drugs usually purchases and uses them in the treatment of his patients. Hence 
most costs of drugs used in dental treatment are included in the fees paid for dental 
services. The Select Committee of the Ontario Legislature observed: ‘The practising dentist 
prescribes few drugs and those used are well established” .... “The total cost of drugs used 
by the dental profession in Ontario was estimated at approximately $1,000,000 which forms a 
very small percentage of the total drug bill for the province.” (Report of the Select Committee 
of the Ontario Legislature on The Cost of Drugs, Toronto: April 26, 1963, p. 20). “Other” 
practitioners include osteopaths, podiatrists, etc., licensed by provincial laws. 
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of the consumer on what to buy and how much to buy.’ Expenditures of 
this type have assumed large proportions in recent years involving an annual 
business in Canada considerably in excess of $200 million® and representing 
something like between 56 and 58 per cent of all expenditures on drugs 
made in this country.® 

The outstanding progress made in medicine in the present generation 
would not have been possible had it not been accompanied by major 
advances, and in some cases by a breakthrough in the discovery of new 
drugs and the development of improved pharmaceuticals to help physicians 
to combat and in many instances prevent disease and illness. 

Effective and judicious use of drugs have made it possible not only 
to improve the health of the nation but also to raise the economic benefits 
resulting from the provision of health services. The use of many of the 
newer drugs by physicians facilitates their patients’ recovery, and in some 
instances avoids or minimizes the effect of serious diseases.* Improvement 
in the state of health of the nation meant increases in the productivity of 
the working force. Persons released from hospital care sooner because of 
new or improved drug therapy meant saving costly hospital bed days, a 
welcome economy in the light of rapidly increasing costs of hospital care.® 

Even more important than the economic advantages are the numerous 
benefits to Canadians in reducing or preventing human suffering. Further- 
more, drugs have proven to be an invaluable weapon in the arsenal of the 
medical profession in its fight against disease and emotional disorder. 
Advances in drug therapy in the last two decades have been particularly 
spectacular. Most of the progress made has taken place in such industrially 


1Dr. C. A. Morrell, Director of the Food and Drug Directorate of the Department of 
National Health and Welfare has pointed out the unique feature of the Food and Drugs Act 
which discourages self-medication. The Act “prohibits the advertising of any food, drug, device 
and even cosmetic, as a treatment, preventative or cure of any of a list of serious diseases. It is 
wisely held that anyone suffering from such diseases should consult his doctor for a proper 
diagnosis and treatment and that persons with something to sell should not encourage the public 
to diagnose and treat themselves for these grave conditions. Furthermore, delays in going to a 
doctor may have serious or even fatal results. I believe this section in Canada’s law is unique”. 
(Statement by Dr. C. A. Morrell, reproduced in Minutes of Proceedings and Evidence, No. 4, 
Special Committee on Food and Drugs, House of Commons, Ottawa: February 5, 1963, p. 133). 

2 A rough approximation places expenditure on non-prescribed drugs in Canada for 1961 
at between $200 million and $210 million. Expenditures of this type have continued to rise 
with the outlay on non-prescribed drugs likely to be considerably in excess of $200 million in 
1963. See also p. 348 of this chapter. 

3 See p. 348. 

4Examples include insulin, sulphonamides, penicillin and vitamin Buz. 

5 The Manitoba Government stated in its submission that: ‘The rapid advances and 
improvements in drug therapy in recent years have resulted in reduced incidence and severity of 
certain diseases and made possible the care of more patients at home. For example, the com- 
munity health programme has resulted in a reduction in the number of hospital beds required 
by the mentally ill and it is estimated that 30% of drugs purchased by the Selkirk and Brandon 
Mental Hospitals are used for patients under community health programmes’. The Government 
of Manitoba, brief submitted to the Royal Commission on Health Services, Winnipeg: January 
1962, p. 47. 
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advanced countries as the United States and the United Kingdom. Canadians 
have shared in this progress. The dynamics of progress in the drug field are 
illustrated by estimates which indicate that 90 per cent of the drugs pre- 
scribed in 1960 were introduced in the previous two decades; 40 per cent 
could not have been prescribed in 1954.1 

The major advances in drug therapy over the last two decades have 
materially affected the practice of the health professions, particularly 
physicians and pharmacists, the operations of the hospital and the production 
and distribution pattern of the drug industry. 

The traditional relationship between physicians and the drug man- 
ufacturer has been altered. As in earlier days the physician continues to be 
the sole deciding factor when prescribing drugs. But the growing complexity 
of drug combinations and the great number of new drugs coming on the 
market, the lack of time to study adequately all the relevant literature 
relating to advances in drug therapy, and the absence of an up-to-date 
Canadian Drug Formulary has made it necessary for many physicians to 
rely increasingly on the promotional literature of drug manufacturers passed 
on to them in an unending stream of pamphlets, notices, samples, advertising 
matter and visits from detail men.’ 

The role of the practising pharmacist has been changing. The grow- 
ing complexity of the pharmaceutical sciences and their application to 
medicine have made it necessary for universities to strengthen their courses 
and to raise the academic requirements for a degree in pharmacy. Further, 
the demand has been increasing for retail pharmacists to substitute lower 
priced generic type drugs of equivalent quality for higher priced brand name 
drugs.2 Hence, increased professional expertise is expected of practising 
pharmacists. At the same time there has been a change in the practice of 
dispensing drugs by pharmacists. Prefabrication of ready-to-use drug com- 
binations has largely replaced compounding, and to this extent has reduced 
dispensing to “packaging” service.* 

Increasing use of drug prescriptions and higher costs of the newer 
type drugs have been an important contributing factor to rising costs of 


1Somers, Herman M., Somers, Anne R., Doctors, Patients, and Health Insurance, 
Washington, D.C.: The Brookings Institution, 1961, p. 24. 

?An American study puts the problem facing physicians in the United States in these 
terms: “Instead of supplying the products the doctor orders, the manufacturer now tells him 
what he should order and why.” .. . Dr. Walter Modell of Cornell University Medical College 
reports: “The undesirable effects of some new drugs employed therapeutically already have 
achieved alarming proportions; as one example, they constitute 5 per cent of 1,000 consecutive 
admissions to a major hospital in the city of New York. Improper prescription of antibiotics has 
had serious consequences”, Somers, ibid., pp. 97 and 98. 

5 See, for example, the amendment to the Alberta Pharmaceutical Association Act, passed 
by the Alberta Legislature in 1962. 

“See Chapter 16. 


74563—243 


342 THE EXISTING HEALTH SERVICES COMPLEX 


hospital services. This trend has been offset in part by certain economies, e.g., 
in some cases by earlier release of patients and the greater use of pharma- 
ceuticals in hospitals has contributed to an improvement in the quality of 
health services. From prior to World War II and to the present time, the total 
amount of drugs per patient-day used in hospitals has about tripled.t More 
and more drugs are now used in preventive medicine,” and in fighting mental 
diseases.* Drug therapy has been an important contributing factor towards 
reducing the average number of days of hospital stay, a subject we examine in 
greater detail in Chapters 8 and 14. 

In most industrialized countries the drug industry has made great 
strides in marketing its products. In part, this progress has been due to 
making available genuinely new or improved products, and, in part to 
“planned” obsolescence. “(Hundreds of products are rushed in and out of 
production before the average practitioner has any way of evaluating their 
advantages and limitations.”* This subject is discussed further in Chapter 16 
in the section dealing with “Physician and Drug Prescription”. 

The rapid distribution of new drugs has on some occasions led to 
tragic occurrences as, for example, the birth of deformed children to mothers 
using thalidomide. 

This chapter presents a discussion of the role of drugs in a modern 
health service, the growing public interest in the subject of drugs, their uses, 
and their costs. An examination is made of expenditures on drugs and how 
drug purchases are financed. Some of the key questions relating to the 
quality of drugs are reviewed, but only briefly in view of the inquiries con- 
ducted by a House of Commons Special Committee,> and the steps already 
taken by the Minister of Health and Welfare to tighten regulations with 
respect to the manufacture and administration of drugs. 

The drug industry is dealt with in Chapter 16 and an assessment of 
drug costs and drug prices is made in Chapter 17. Our recommendations 
with respect to an extended programme of prescribed drugs and matters 
relating to costs, prices and quality of drugs are presented in Chapter 2.° 


*We are basing this observation on an American study which showed the following 
numbers of drug prescriptions per patient-day: 1938—0.53; 1948—0.98: and 1958—1.32. 
Walter J. McNerney and others, Hospital and Medical Economics, Chicago: The Lakeside 
Press, 1962, Table 277, p. 619. We are advised that the trend toward increasing use of drugs per 
patient-day is continuing and that trends in Canadian hospitals are similar to those indicated for 
American hospitals. 

* An example is the almost universal use of poliomyelitis vaccine for children in Canada. 

8 See Chapter 5. 

‘Somers, op. cit., p. 97. 

* Special Committee on Food and Drugs, House of Commons, Minutes of Proceedings 
and Evidence, No. 1, Dec. 19, 1962, to No. 4, Feb. 5, 1963, First Session—Twenty-fifth Parlia- 
ment, 1962-63, p. 2-52; Minutes of Proceedings and Evidence, No. 1, Aug. 1, 1963, and 
Subsequent Proceedings, First Session—Twenty-sixth Parliament, 1963, pp. 1 ff. 

®° Chapter 2, Recommendations 58-82. 
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DEFINITION OF DRUGS 


Drugs constitute a group of substances which come under the broad 
definition of chemicals. Chemicals and similar substances become drugs if 
they are defined in such a way that they fall under the definition of a drug 
as given in the Food and Drugs Act. For example, sodium chloride, or 
common salt, is a chemical and when used in the pickling of meat it is a 
food. On the other hand, if it is dissolved in water for use as an intravenous 
injection, it is a drug. In the case of some drugs, e.g., the biologicals, the 
identity of the active chemical ingredient is not known in many instances, 
while in the great majority of drugs the active ingredient may be defined in 
terms of standard chemical nomenclature. There are standard sets of rules 
for describing chemical compounds. Many chemical names are unwieldy 
and a pharmaceutical nomenclature has been developed to overcome this 
difficulty. However, the chemical name always serves as the standard of 
reference in determining the identity of a drug, and it is the only name a 
new drug may have until a recognized proper or non-proprietary name has 
been developed. 

Section C.01.001(b) of the Regulations under the Food and Drugs 
Act defines ‘““ccommon name” with reference to a drug to mean the name in 
English or French by which the drug is commonly known. Hence, until a 
recognized name has been selected, the chemical name of a drug is the 
common name. A recognized name for a drug is one selected by an official 
organization dealing in drugs such as the Food and Drug Directorate, the 
British Pharmacopoeia, United States Pharmacopoeia or the International 
Pharmacopoeia, and designated as the “proper name” in Canada. 

The term “proper name” appears to be distinctly Canadian. In 
other countries a different title is used to indicate the same thing. The 
British Pharmacopoeia Commission refers to this name as the “approved 
name”, while the World Health Organization, which is responsible for the 
Pharmacopoeia Internationalis, refers to the “international non-proprietary 
name”. The Revision Committee of the United States Pharmacopoeia has 
collaborated with the Council on Pharmacy of the American Medical As- 
sociation in establishing official names for drugs. Prior to this, the Council 
on Pharmacy of the American Medical Association used “generic name” as 
an abbreviated scientific name for general use in prescribing, naming and 
identifying drugs with unwieldy chemical names. For practical purposes the 
names “proper name”, “approved name”, “adopted name”, “pharmacopoeal 
name”, “international non-proprietary name” and “generic name”, are used 
as synonyms in the trade. 

If a manufacturer wishes to distribute a new drug in Canada he must 
‘comply with the provisions of the Food and Drugs Act, and these are 
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elaborated later in this chapter. In this volume the definition of a “new” 
drug is that given by Dr. C. A. Morrell, Chief of the Food and Drug 
Directorate of the Department of National Health and Welfare before the 
House of Commons Special Committee on Food and Drugs: 


“There are several reasons for calling a drug a new drug. No. 1, and the 
one that occurs probably to all of us at once, is that it is a new chemical 
structure that has not been used previously in medicine. It may have been 
known but not used for medical purposes, or it may have been developed 
simply for medical purposes. These things are now appearing on the 
market because the pharmaceutical industry is interested in developing new 
products. If it is a new compound obviously it is a new drug. Now, a 
combination of known drugs that have not been previously used in com- 
bination, is also a new drug. It may be a combination of two or more 
perhaps well known drugs. This is, in most instances, called a new drug.”! 


ROLE OF DRUGS IN MODERN HEALTH SERVICE 


The World Health Organization has estimated that in most medical 
care plans in force in various parts of the world pharmaceutical benefits 
amount to 10 per cent of total health care expenditures.” According to the 
Dominion Bureau of Statistics studies of “City Family Expenditures” in 
Canada for the years 1953 and 1957, prescription drugs have remained a 
constant 12 per cent of health care expenditures. This figure is sub- 
stantially confirmed by the estimates made by the Saskatchewan Pharma- 
ceutical Association which shows that, generally, prescribed medicines 
account for 10 or 11 per cent of the health services dollar. 

Expenditures on drugs have been increasing substantially over the 
past several decades. In the Green Book* estimates are presented showing 
that sales by drug firms in the United States increased eight times in dollar 
value from 1939 to 1958. Increased drug utilization in Canada appears to 
have been similarly dramatic. On the basis of statistics derived from annual 
surveys made by the Canadian Pharmaceutical Association, the Restrictive 
Trade Practices Commission concluded that between 1951 and 1961 inclusive, 
the total number of prescriptions dispensed by Canadian pharmacies rose from 


1 Special Committee on Food and Drugs, House of Commons, Ottawa, Minutes of Pro- 
ceedings and Evidence No. 2, January 29, 1963, p. 34. 

2 The Saskatchewan Pharmaceutical Association, brief submitted to the Royal Commission 
on Health Services, Regina, January 2, 1962, p. 14. 

8 The Canadian Pharmaceutical Association, Inc., brief submitted to the Royal Commis- 
sion on Health Services, Toronto, May 1962, p. 134. 

4Material collected for submission to the Restrictive Trade Practices Commission in the 
Course of an Inquiry under Section 42 of the Combines Investigation Act relating to the Manu- 
facture, Distribution and Sale of Drugs by the Director of Investigation and Research, Combines 
Investigation Act (referred to hereafter as the ““Green Book’’), p. 57. 
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31 million to almost 43 million and the value of these prescriptions rose from 
$52 million to almost $134 million.t This increase has been attributed to a 
number of factors including particularly the development of powerful new 
drugs, higher prices, rising incomes, increased coverage by medical and hos- 
pital insurance programmes, the growing urbanization of Canada’s population, 
changes in the age composition of the population, increased reliance by 
physicians on drug therapy, and a rising ratio of physicians to population. 

Increased spending on drugs in Canada has been measured on 
another basis by the Department of National Health and Welfare which 
reported that during 1961, $364 million were spent on prescribed and 
other drugs supplied by drug stores, hospitals, other institutions and 
agencies, physicians and non-pharmacy retail outlets. The estimate given 
for 1953 is $201 million reflecting an increase of 81 per cent.2 The same 
report estimates that hospital purchases of drugs more than doubled 
between 1953 and 1961. On the basis of such trends it seems reasonable 
to expect the utilization of drugs to continue to climb and probably to 
increase as a proportion of the total health care dollar. 

Expenditures on drugs place almost as heavy a burden on the 
average Canadian family as paying medical bills. In 1961, for example, 
expenditures on physicians’ services amounted to $383 million as against 
$364 million spent on prescribed and non-prescribed drugs.? In effect 
then, drug expenditures are equivalent to 95 per cent of expenditures 
on physician services. Outlay on prescribed drugs is estimated at approxi- 
mately $164 million in 1961,* equivalent to about 43 per cent of medical 
expenditures. The trend, however, has been for expenditures on medical 
services to grow more rapidly than expenditures on drugs. Comparing 
again the period 1953 to 1961, the increases were 115 per cent for 
physicians’ services and 81 per cent for pharmaceutical purchases. 

In seeking physicians’ services the consumer looks for a medical 
care package, i.e., all the services required to help him to maintain or 
regain his health. It was strongly represented to us by the Canadian Wel- 
fare Council, among others, that all prescription drugs should be included 
in any comprehensive medical care plan because, to some extent, different 


1 Restrictive Trade Practices Commission, Report Concerning the Manufacture, Distribu- 
tion and Sale of Drugs, Department of Justice, Ottawa: Queen’s Printer, 1963, p. 388. 

2? Research and Statistics Division, Department of National Health and Welfare, Report 
on the Provision, Distribution, and Cost of Drugs in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa, 1964. 

3 These figures differ from the data on prescribed drugs shown in Chapter 11 in that the 
above figures cover purchased drugs, i.e., prescribed and non-prescribed, while prescribed drugs 
cover only pharmaceuticals purchased on a physician’s prescription from retail outlets and do 
not include drugs prescribed in hospitals, etc. 

4Total expenditures on drugs for 1961 are estimated at $364 million (see p. 348), on 
_ non-prescribed drugs, $200 million to $210 million (see p. 340) with prescribed drugs accounting 
for $154 million to $164 million. 


346 THE EXISTING HEALTH SERVICES COMPLEX 


kinds of therapy are substitutes for one another.t In its submission the 
Pharmaceutical Association of the Province of British Columbia pointed out 
that drug therapy has extensively replaced institutional care in the fields 
of mental illness and tuberculosis. Steroids, used in the treatment of 
inflammatory diseases have been largely responsible for making unneces- 
sary the sending to hospital of people suffering from these disabilities. 

The integrated nature of health services is such that the exclusion 
of some of them from a comprehensive medical care plan could affect 
the quality of therapy. Evidence presented to the Commission indicated that 
if all drugs were not included, physicians and dentists would be under some 
pressure to prescribe drugs which were included in preference to those 
for which the patient would have to pay.® Similarly if drugs were provided 
for hospital in-patients only, physicians would be under some pressure to 
put the patient to bed in a hospital instead of treating him in the out- 
patient department or under home care plans. In a comprehensive plan, in 
cases where the physician has a choice between a lower priced drug not 
covered in the plan and a higher priced drug which is covered, the drug 
bill might be unnecessarily increased. If expensive drugs were excluded, the 
most effective drug would not always be prescribed. 

Chapter 14 indicates that hospital bed utilization continues to be a 
major problem. One way of tackling the problem is to make increasing use 
of drug therapy, which, if properly applied tends to reduce the period of | 
hospitalization. A memorandum issued to hospitals by the British Ministry of 
Health on August 15, 1961, points out that there is a danger of pushing 
economy measures affecting drugs in hospitals too far and that ““’one extra 
day in hospital would cost more than the equivalent of four weeks’ supply 
of drugs and dressings’”. The Canadian Pharmaceutical Association sug- 
gested that there have been cases where discharged patients could not meet 
bills which might amount to say $50 per month for drugs, and who have 
had to be readmitted to hospitals where maintenance costs could be say $210 
per month.° 

The Canadian Society of Hospital Pharmacists in its submission makes 
it clear that although actual drug costs have been rising, savings have been 
achieved in other areas of health services. Such other areas, of course, 


1The Canadian Welfare Council, brief submitted to the Royal Commission on Health 
Services, Ottawa, May 1962, p. A-122; The Ontario College of Pharmacy, brief submitted to 
the Royal Commission on Health Services, Toronto, May 1962, p. 6. 

2 Transcript of evidence, Hearings, February 21, 1962, Vol. 29, p. 6307. 

3 Transcript, op. cit., May 14, 1962, Vol. 52, p. 9943. 

4The Canadian Pharmaceutical Association, Inc., op. cit., p. 91. 

PI Did ween bis 

8 Ontario Branch of the Canadian Society of Hospital Pharmacists, brief submitted to Be 
Royal Commission on Health Services, Toronto, May 1962, p. 18. 
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include the shorter periods of hospitalization which have ensued. Other 
improvements have occurred because in the past decade antibiotics have been 
developed for the fight against infection, tranquilizers to combat mental dis- 
orders, steroids for use against inflammatory diseases, compounds for use 
in various treatments of cancer and many drugs for use against heart disease. 
Many of these drugs are relatively expensive and most were unknown ten 
years ago. 

It is important to recognize that the term “prescribed drugs” repre- 
sents a class of purchases, not a defined group of substances, because it 
includes 


(a) drugs which are never legally sold except on prescription, 


_(b) drugs legally requiring a prescription only in some cases; for example, 
when codeine tablets go beyond a certain strength, 


(c) drugs requiring compounding by the druggist but not subject to any 
legal restrictions, and 


(d) over-the-counter drugs, any of which may occasionally be sold on 
prescription. Among this group are some which only the medical 
profession is likely to know about because under the Food and Drugs 
Act, the advertising of drugs for the treatment of certain diseases 
or conditions is prohibited. 


There are approximately 5,000 prescription drugs which are subject to 
legal restrictions on the Canadian market. When prepared in various pharma- 
ceutical forms and strengths these make a total of some 8,000 items. If the 
different brands of these items are counted separately there are of course a 
great many more than 8,000. 

Only limited information is available to indicate the relative 
importance of prescribed and non-prescribed drugs. Two American studies, 
conducted in 1958 and 1959, suggest that the amount spent in the United 
States on non-prescribed drugs equals about 50 per cent of the amount spent 
on prescribed.” The Canadian Sickness Survey of 1951 indicated that expend- 
itures on non-prescribed drugs represented about 58 per cent of the amount 
spent on prescribed.* The Saskatchewan Pharmaceutical Association esti- 
mated that the cost of non-prescription drugs was about half the cost of 
prescribed drugs, but acknowledged that this estimate was based on the 
impression of retail druggists and that non-prescribed drugs were sold by 
other retailers The Manitoba Pharmaceutical Association estimated that 





1 The Canadian Pharmaceutical Association, Inc., op. cit., p. 74. 
* Transcript, op. cit., February 21, 1962, Vol. 29, p. 6300. 
*Thid.,. p. 6301. 

* Ibid., January 24, 1962, Vol. 19, p. 4405. 
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sales of non-prescription drugs in pharmacies would be equivalent to between 
50 and 60 per cent of prescription sales.’ 

The Pharmaceutical Association of the Province of British Columbia 
suggested that in view of the increase in utilization of prescribed drugs 
in Canada self-medication appears to have decreased.” This view is supported 
by the Dominion Bureau of Statistics data which show that between the 
years 1953 and 1960 inclusive the value of shipments under the classification 
‘Human Pharmaceuticals” increased from 71 per cent to 75 per cent of 
the broad drug classification while in the same period the value of shipments 
under the classification ‘Proprietary Medicines” decreased from 20 per 
cent to 15 per cent of the same total.° 

The study prepared for this Commission by the Department of 
National Health and Welfare has presented us with estimates of drug expen- 
ditures for 1961 as follows:* 


Prescribed drugs in retail outlets .................... $111,100,000 
Prescribed drugs distributed in hospitals ........ $ 32,500,000 
SUDstOld leet ce eee cece or ee eee eee $143,600,000 
Othersdrules tar actnves ee ser ade ee eae $220,200,000 
Lotal! Sechrest tl et ee ee $363,800,000 


The category “other drugs” mentioned above includes prescribed 
drugs distributed by physicians and by institutions other than hospitals, 
e.g., homes for the aged. Allowing for drugs distributed by these two sectors 
it appears that the value of non-prescribed drugs sold in Canada in 1961 
amounted to between $200 million and $210 million, or between 56 and 58 
per cent of total expenditures on drugs. This ratio is very close to the 58 
per cent indicated by the Canadian Sickness Survey. 

The inadequacy of basic information on what Canadians spend on 
drugs, distinguishing between prescribed and non-prescribed drugs, indicates 
the necessity for the appropriate Canadian Government Department to collect 
more adequate statistics in this area in order to provide more reliable 
information. Comprehensive and current data on prescribed pharmaceuticals 
will be necessary to evaluate the costs of a drug programme as well as the 


1These data exclude non-prescription drugs sold through outlets other than drug stores. 
Ibid., January 18, 1962, Vol. 15, p. 3724. 
2 Tbid., February 21, 1962, Vol. 29, p. 6301. 
se 8 Research and Statistics Division, Department of National Health and Welfare, op. cit., 
Dao 
4 Based on data from Table 9 of study prepared by the Research and Statistics Division 
of the Department of National Health and Welfare, op. cit. 
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means of financing such a programme. Data on expenditures on non- 
prescribed drugs will be needed to examine their relative economic impor- 
tance, and the various claims that are being made about their effectiveness 
or lack of effectiveness. 

We conclude that the Dominion Bureau of Statistics would be the 
proper agency to collect such statistics and prepare the necessary estimates 
with the Research Division of the Department of National Health and 
Welfare undertaking the analyses of the data.! 

The distinction between prescribed and non-prescribed drugs has 
important economic implications. With respect to non-prescribed drugs 
competitive market forces are likely to regulate their production and sale, 
but when it comes to prescribed drugs, the individual purchaser has no 
discretion in choosing them. Hence the price mechanism cannot operate 
as effectively in the area of prescribed drugs as it can in the case of non- 
prescribed drugs. The drug manufacturer can scarcely hope to attract many 
more customers by lowering prices or, generally speaking, need not fear 
losing many customers by raising prices. The buyer of prescribed drugs, in 
turn, will not increase his consumption very much given a lower price. 
He may not reduce his consumption significantly if he is forced to pay a 
high price though large expenditures on drugs may lead to a curtailment of 
other consumer expenditures, or if the drug purchaser has to go into debt 
this may affect his future level of consumer spending. These considerations 
do not apply to purchases made by hospitals. 

In view of the high costs of many of the new life-saving, life-sustaining 
and disease-preventing drugs, of the unequal incidence of the burden of 
paying for these drugs, of the integrated character of health services, and 
of the fact that market forces do not operate effectively to regulate the drug 
industry, all of which subjects are dealt with in later sections of this Report, 
the Commission has concluded that prescribed drugs should be included as 
a benefit of a comprehensive health care programme for Canada. 

To leave non-prescribed drugs outside such a programme, at first 
sight might appear to conflict with the point made above about the integrated 
character of health services. However, as has been stated already, com- 
petitive market forces are likely to regulate the production and sale of 
non-prescribed drugs. In any event, there are apparently few if any non- 
prescribed drugs which are costly, for which there is a valid and appreciable 
need, and which may be properly used without medical supervision. Thus 
there should be little tendency for prescribed drugs to be substituted for 
non-prescribed drugs resulting in an unwarranted increase in social costs. 





1See Chapter 2, Recommendation 82. 
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PUBLIC INTEREST 


One indication of public concern about apparent shortcomings in 


the existing system for the supply of drugs to those who require them, 
is available in the number and character of official investigations and legis- 
lative hearings in Canada dealing with drugs as well as the quality, costs 
and prices of drugs. The following appear to have been among the more 
important of the recent inquiries: | 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


Gi) 


On April 14, 1958, the Director of Investigation and Research under 
the Combines Investigation Act began a general inquiry into the 
manufacture, distribution and sale of drugs, following informal com- 
plaints about the high cost of drugs. 


Extended hearings were held in Toronto in 1960 by a Select Com- 
mittee of the Legislature of Ontario on Cost of Drugs. 

In May 1961, a Joint Committee of The Manitoba Pharmaceutical 
Association and the Government of Manitoba made its report on 
the Retail Structure of Drug Prices in Manitoba. 

On the basis of the material collected by the Director and summarized 
in a volume referred to as the Green Book, the Restrictive Trade 
Practices Commission conducted public hearings from coast to 
coast throughout the summer and fall of 1961. | 
On April 5, 1962, an Act was proclaimed in Alberta which permits 
druggists to substitute an equivalent generic drug for a brand name 
drug in any prescription, unless substitution is specifically forbidden 
by the physician. 

On December 7, 1962, a special committee of the House of Commons 
was appointed to consider and report upon the law and practices 
relating to the control of the introduction, marketing, and use of 
drugs. 

In December 1962 the Special Committee on New Drugs, appointed 
by the Royal College of Physicians and Surgeons of Canada, at the 
request of the Minister of National Health and Welfare, submitted 
its report (published as Appendix A in the Minutes of Proceedings 
and Evidence, Special Committee on Food and Drugs, House of 
Commons, Ottawa: February 5, 1963, pp. 127 ff.). 

On January 4, 1963, the Report of the Restrictive Trade Practices 
Commission concerning the Manufacture, Distribution and Sale of 
Drugs was published. 

On April 26, 1963, the Select Committee of the Ontario 1A 
issued its Report on the Cost of Drugs. 
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(j) On July 26, 1963, a House of Commons Committee on Drugs and 
Chemical Food Contamination was established with its terms of 
reference including the “safety and cost of drugs”. 


(k) On August 2, 1963, the Special House of Commons Committee on 
Food and Drugs presented its first report. 


Similar concern has been demonstrated in other countries. Antibiotic 
drugs were the subject of a special study made by the Federal Trade Com- 
mission in the United States. The Commission’s “Economic Report on Anti- 
biotics Manufacture” was released in August 1958. Also in the United States, 
a Report of the Committee on the Judiciary, United States Senate, made by 

its Subcommittee on Antitrust and Monopoly covering drug prices, and com- 
monly known as the Kefauver Report, was issued in 1961. In 1963 the 
Federal Trade Commission found five leading drug companies guilty of a 
price-fixing conspiracy in the distribution and sale of tetracycline. 

In Britain severai official inquiries have been conducted. In 1958 
the Ministry of Health issued an “Interim Report of the Committee [com- 
monly known as the Hinchliffe Committee] on Cost of Prescribing”. In 
1959 the “Final Report of the Committee on Cost of Prescribing” was made. 

Another indication of public concern about the existing system under 
which drugs are manufactured and distributed in Canada, is available in the 
number and the pressing nature of briefs submitted to us and of representa- 
tions made in the course of our hearings. The following is a list of the 
organizations which devoted particular attention to the subject of drugs: 


The Alberta Pharmaceutical Association Inc. (Vol. 23)! 

Canadian Conference of Pharmaceutical Faculties (Vol. 60) 

The Canadian Federation of Agriculture (Vol. 33) 

The Canadian Foundation for the Advancement of Pharmacy (Vol. 
56) 

Canadian Labour Congress (Vol. 60) 

The Canadian Medical Association (Vol. 53) 

The Canadian Pharmaceutical Association, Inc. (Vol. 60) 

Canadian Pharmaceutical Manufacturers Association (Vol. 56) 

Canadian Society of Hospital Pharmacists (Vol. 56) 

The Canadian Welfare Council (Vol. 64) 

Committee for the Furtherance of Creative Research in the Pharma- 
ceutical and Allied Industries (Vol. 66) 

Connaught Medical Research Laboratories (Vol. 51) 





1 The bracketed references indicate where each submission may be found in the Transcript 
of evidence of the Royal Commission on Health Services. 
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Cooperative Union of Canada Health Services Society (Vol. 30) 

Faculty of Pharmacy, University of Toronto (Vol. 52) 

The Government of the Province of Alberta (Vol. 22) 

The Government of the Province of Manitoba (Vol. 12) 

The Manitoba Pharmaceutical Association (Vol. 15) 

The Medical Section of the Canadian Pharmaceutical Manufacturers 
Association (Vol. 56) 

New Brunswick Pharmaceutical Society (Vol. 10) 

Nova Scotia Pharmaceutical Society (Vol. 4) 

Ontario Branch of the Canadian Society of Hospital Pharmacists 
(Vol. 56) 

The Ontario College of Pharmacy (Vol. 56) 

The Ontario Retail Pharmacists’ Association (Vol. 50) 

The Pharmaceutical Association of the Province of British Columbia 
(Vol. 29) 

Prescription Services Inc. (Vol. 50) 

Saskatchewan Branch of the Canadian Society of Hospital Pharma- 
cists (Vol. 19) 

Saskatchewan Farmers Union (Vol. 18) 

The Saskatchewan Pharmaceutical Association (Vol. 19) 


CONSUMER EXPENDITURES ON PRESCRIPTION DRUGS 


The Canadian Pharmaceutical Association conducts an annual sur- 
vey of Canadian retail pharmacy operations. The survey covering the year 
1960 indicates that per capita expenditures by Canadians in retail pharmacies 
for prescription drugs amounted to $7.36. In that year almost 43 million pre- 
scriptions were dispensed with an estimated total value of $131 million. The 
number of prescriptions purchased by Canadians from retail pharmacies 
averaged 2.41 per capita, an increase of 9 per cent since 1951, and the price 
of such prescriptions averaged $3.06, an increase of 82.1 per cent since 
1951.1 The 1961 survey disclosed that the average price increased to $3.14. 

When one adds to these estimates the prescriptions which are written 
by physicians, but which are not dispensed by retail pharmacies (in other 
words prescriptions which are dispensed by the physicians themselves, by 
hospitals, etc.) the number of prescriptions utilized rises to 3.2 per capita, 





1The Canadian Pharmaceutical Association, Inc., op. cit., p. 123. 
2 Restrictive Trade Practices Commission, op. cit., p. 388. 
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and the per capita cost to $9.79 at retail value. On this basis the Canadian 
Pharmaceutical Association estimates that the population of the country 
received prescription services in 1960 valued at $177 million.’ 

The Pharmaceutical Association of the Province of British Columbia 
conducted a prescription survey in 1960 of the retail pharmacies in British 
Columbia, and of drugs supplied through the B.C. Hospital Insurance Service 
and other provincial and private agencies. The only drugs omitted were those 
supplied through federal government agencies such as the Department of 
Veterans Affairs and the hospitals of the Indian Affairs Branch. The results 
of the survey indicate that the per capita cost of prescription drugs in British 
Columbia in 1960 was $11.36. Of this amount $9.24 was spent directly 
through retail pharmacies with the balance made up of drugs supplied by 
hospitals, government institutions, etc.? 

Based on surveys which it had conducted, The Alberta Pharmaceutical 
Association Inc. concluded that Alberta citizens obtained 2.75 prescriptions 
each per annum. Using $3.16 as the average cost per prescription, the 
Association estimated that the per capita expenditure on prescription drugs 
in Alberta was therefore $8.69.° 

During 1961, the Saskatchewan Pharmaceutical Association conducted 
a survey to find the actual cost of providing prescription drugs for the 
population of Saskatchewan covering the year 1960. Returns were obtained 
from 40 per cent of the province’s retail pharmacies. The Association con- 
cluded that on the average each person in Saskatchewan had about 3.5 
prescriptions filled at a total cost of approximately $9.4 The Association 
also pointed out that the Dominion Bureau of Statistics report on “City 
Family Expenditures” covering the year 1957, indicates that prescription 
drugs averaged $8.15. 

The New Brunswick Pharmaceutical Society organized a prescrip- 
tion survey covering the year 1960, and in addition obtained information 
from provincial and federal agencies. These surveys place the cost of drugs 
per capita in New Brunswick at $7.90 of which $5.80 per person was 
expended directly by consumers purchasing drugs from retail pharmacies, 
and the balance was financed through taxation or insurance contributions.® 


1The Canadian Pharmaceutical Association, Inc., op. cit., p. 187. Using the method of 
estimation described on p. 348 yields a value of prescribed drugs between $154 million and 
$164 million for 1961. 

2 The Pharmaceutical Association of the Province of British Columbia, brief submitted to 
the Royal Commission on Health Services, Vancouver, February 1962, p. 16. 

8’ The Alberta Pharmaceutical Association Inc., brief submitted to the Royal Commission 
on Health Services, Edmonton, February 1962, p. 5. 

*The Saskatchewan Pharmaceutical Association, op. cit., p. 13. 

> New Brunswick Pharmaceutical Society, brief submitted to the Royal Commission on 
Health Services, Final Submission, Fredericton, May 1962, p. 2. 
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While the average cost of drugs may be absorbed fairly easily by 
the average pocketbook, the incidence of heavy drug expenditures is rather 
unequal. Even the average costs referred to above may be a burden to large 
families in low income brackets. Also, where drug requirements fall in the 
higher range of drug prices, even the average pocketbook may be strained. 
There is, in addition, what may be called the catastrophic impact of drug 
costs, that is, the effect produced where prescribed drugs of more than 
moderate price must be used over a long period of time. | 

Fairly adequate information is available about the range and fre- 
quency distribution of drug prices. In 1957, Professor H. J. Fuller of the 
Faculty of Pharmacy of the University of Toronto undertook a prescription 
survey covering 182 pharmacies and 42,545 prescriptions. Of the total 
number of prescriptions 46.3 per cent were priced at $2 or less, 68.8 per 
cent were $3 or less, and 88.6 per cent were $5 or less. However, 1.1 per 
cent cost more than $10 each. 

In 1960, a similar study was conducted within the Province of British 
Columbia. The results were not greatly different, although there was a 
general upward shift in prices. Of the total number of prescriptions, 33.7 
per cent were priced at less than $2, 58.5 per cent were under $3, and 84.7 
per cent were under $5. Of the total 1.4 per cent cost $10 or more.” 

We were also referred to an American study called the Abbott Na- 
tional Prescription Survey covering the year 1960. Of the total number of 
prescriptions, 34.8 per cent were priced at $2 or less, 59.2 per cent were 
priced at $3 or less, and 84.8 per cent were priced at $5 or less. Of the 
total 1.5 per cent were priced at over $10.* The results are remarkably close 
to those obtained in the same year in British Columbia. 

The Pharmaceutical Association of Saskatchewan claimed that in 
its experience only a comparatively small proportion of the population 
accounts for a large proportion of all expenditures for prescribed drugs. The 
Association’s views were supported by the results of a Health Information 
Foundation Survey in the United States in December 1960, which showed 
that of the total number of people surveyed: 


61 per cent made no expenditures for prescribed drugs 
26 per cent spent from $1 to $24 per annum 

6 per cent spent from $25 to $49 per annum 

4 per cent spent from $50 to $99 per annum 

2 per cent spent from $100 to $199 per annum 

1 per cent spent over $200 per annum. 





1The Canadian Pharmaceutical Association, Inc., op. cit., Appendix K. 

2The Pharmaceutical Association of the Province of British Columbia, op. cit., Appendix 
B, pp. 7-8. 

3 The Saskatchewan Pharmaceutical Association, op. cit., p. 13. 
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The Health Information Foundation also estimated that 15 per cent of the 
total population paid about 70 per cent of the total drug bill. 

The incidence of drug expenditures is to some extent predictable, 
particularly in average terms for certain age groups. On the other hand, 
it is difficult to foresee the incidence of very heavy drug costs, for serious 
illnesses may strike at random. The experience of Prescription Services 
Incorporated in Windsor, Ontario, (a voluntary prepaid drug plan about 
which more is said later) is that people over 65 use almost double the 
number of prescriptions per month used by the members of the plan as a 
whole. In addition, the average prescription cost according to the plan 
schedule for the older group was $4.25 as compared to the average pre- 
scription cost of $4.05 for the regular group.” A study of the pharmaceutical 
benefits provided for public assistance cases in Saskatchewan confirms that 
older people have a substantially higher utilization rate. It also indicates 
that on the average, females in the group utilized 20 per cent more 
prescriptions than the males.* 

We conclude on the basis of the evidence presented to us that it 
is the unequal and generally unpredictable incidence of heavy drug costs 
that have given rise to the greatest concern on the part of the public, rather 
than what has been described as the “high costs” of drugs as such. This 
concern continues to prevail notwithstanding the fact that drugs are provided 
free or on an assisted basis to certain population groups by government and 
private agencies. 


FINANCING OF EXPENDITURES ON DRUGS 


Under the federal Hospital Insurance and Diagnostic Services Act, 
agreements have been entered into between the Government of Canada and 
the individual provinces which make provision for the supply of drugs as 
part of the insurance services. According to the Canadian Pharmaceutical 
Association “The provision of hospital insurance has done much to eliminate 
health care costs of catastrophic proportions. However, the remaining ele- 
ments of health care, including pharmaceutical services, still present a 
problem to many Canadians. This is particularly true for the indigent, for 
persons with limited income, and for those suffering from chronic illness 
which requires continuous costly therapy. The acute illness, resulting from 





Slbid., p. 13. 

? Transcript, op. cit., May 10, 1962, Vol. 50, p. 9589. 

3 The Saskatchewan Pharmaceutical Association, op. cit., Appendix A, p. 6. 
“Research and Statistics Division of the Department of National Health and Welfare, 
op. cit., p. 79. 
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injury or disease, may often deal a shattering financial blow to families who 
are quite able to support themselves under normal circumstances”. There 
are variations in the different provincial hospital services plans. For example, 
the major portion (approximately 90 per cent) of costs of drugs to in-patients 
in Ontario hospitals is covered under the all-inclusive hospital day rate. 
Most Ontario residents are members of the insurance plan operated by the 
Ontario Hospital Services Commission. The cost of drugs per patient-day 
in most Ontario hospitals ranges from 90 cents to $1.10.? In Saskatchewan, 
on the other hand, the hospital services plan covers the cost of a selected 
list of drugs supplied to hospital patients. This deficiency in coverage is 
said to have resulted in a heavy financial burden occasionally falling upon 
seriously ill patients.? Representatives of the Saskatchewan Branch of the 
Canadian Society of Hospital Pharmacists referred to patients with drug bills 
amounting to $50 per day which were not covered by the plan.* One patient, 
whose life was truly saved by treatment, was confronted with a bill for 
drugs of $1,500. Drugs which are chargeable to the patient amount to 
20 to 25 per cent of the dollar volume of all drugs used in Saskatchewan 
hospitals. Examples mentioned to us of expensive drugs which fall in this 
category are hydro-cortisone, penbriton (a synthetic penicillin) and spontim 
(an antibiotic for bacterial endocarditis).° 

Another important means, apart from the hospital insurance plans, 
by which users of drugs are relieved of some of the burden of paying for 
them, exists in the provision of drugs on an assisted basis to recipients of 
welfare payments by provincial governments. Although statistics are not 
available from all provinces, according to the Canadian Pharmaceutical 
Association, information received from the four western provinces indicates 
that an average of 3.7 per cent of the population of the West is in the welfare 
category defined to include recipients of allowances for the disabled, old- 
age assistance, blind persons allowances, child welfare, etc. This proportion 
ranges from a low of 1.8 per cent in Manitoba to a high of 5.2 per cent in 
Saskatchewan. The Canadian Pharmaceutical Association applied the aver- 
age percentage to the population of Canada and concluded that there are 
in Canada some 670,000 individuals who are to some degree at least depen- 
dent on one level of government or another for health care.® 

As indicated, the provision of pharmaceutical services to indigents 
appears to vary greatly from one province to another. There does not seem 
to be any standard method of determining need nor any standard criteria for 


1The Canadian Pharmaceutical Association, Inc., op. cit., p. 158. 

2 Ontario Branch of the Canadian Society of Hospital Pharmacists, op. cit., p. 18. 
8 Transcript, op. cit., January 24, 1962, Vol. 19, p. 4450. 

4 Tbid. 

5 Ibid., p. 4451. 

6 The Canadian Pharmaceutical Association, Inc., op. cit., p. 135. 
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deciding upon what may be supplied.t According to the Canadian Pharma- 
ceutical Association, “In the provinces of British Columbia, Saskatchewan, 
Manitoba and Newfoundland, financial provision for necessary pharma- 
ceutical and other health care services to be provided to indigents, is made 
available by the provincial governments. In Alberta, Quebec, New Bruns- 
wick and Nova Scotia, these services are, in general, provided for hospital 
in-patients only. In Ontario, provision for pharmaceutical services provided 
to indigents is made by all municipalities down to the township level, and 
the municipalities are subsequently reimbursed in part by the provincial 
government. In Prince Edward Island, there appears to be no specific 
financial provision for health care services needed by the indigent popu- 
lation”’.” 

In addition to the government sponsored hospital insurance schemes 
and arrangements for the care of indigents there is a third important method by 
which some users of drugs are assisted in meeting the cost of drug purchases. 
This involves the private insuring agencies and companies writing health 
care policies. Such health care policies, which may be written for individuals 
or for groups of individuals, now frequently extend their coverage to include 
drug expenditures. The policy holder is reimbursed for payments he has made 
for drugs after submission of the necessary claim forms. The deductible 
principle is used and the policy holder often must underwrite himself the 
first $50 per year which he spends on drugs. These policies usually include a 
co-insurance provision under which the policy holder must pay for a per- 
centage of the cost of the prescription.? In 1960 there were apparently about 
2,000,000 persons who had major medical insurance but it is not known 
how many of these were eligible as well for drug benefits.* Recently a few 
voluntary non-profit plans have also widened their coverage to include pro- 
vision for drug benefits. Among these is the plan of the Ontario Blue Cross 
which has the deductible feature.> The Canadian Pharmaceutical Association 
expressed the opinion that while insurance with a deductible provision pro- 
tects the individual under normal circumstances against unpredictable burden- 
some expenditures, it “entails an intolerable burden where such expenditures 
must be paid by recipients over a relatively short period of time’’.® 


A number of the submissions which were made to us referred at some 
length to an insurance scheme covering drugs alone, operated by Prescription 
Services Inc., a company which was organized by a number of retail druggists 


*7bid., D. 137. 

2 Tbid., p. 136. 

*Pbid., p. 111. 

‘Estimates of the number of persons covered by major medical insurance vary (see 
Chapters 10 and 18). 

5 Research and Statistics Division, Department of National Health and Welfare, op. cit. 

® The Canadian Pharmaceutical Association, Inc., op. cit., p. 183. 
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in Ontario. The operations of this organization throw a good deal of light upon 
the problems associated with the financing of drug expenditures by a private 
agency. For this reason we believe its experience deserves careful considera- 
tion. 

Prescription Services Inc. was incorporated in July 1957.1 It began its 
operations in Windsor and Essex County in Ontario, but it now has 650 mem- 
ber pharmacies in various parts of the province.” Individual subscribers to the 
Green Shield Plan make regular premium payments, and they are then eligible 
to obtain the drugs they require from any member pharmacy by payment 
of 35 cents per prescription. Prescription Services Inc. undertakes to reimburse 
member pharmacies for drugs compounded or dispensed to subscribers and 
their dependants according to an agreed-upon schedule of prices less a 10 
per cent deduction for administrative costs, and less a further reduction if 
necessary to keep the Plan solvent.* This further reduction at the present 
time amounts to 10 per cent.* 

After the first 15 months of operations, it was recognized that the 
Plan was not self-sustaining and that the premium rate structure would have 
to be increased.® According to Prescription Services Inc., the reason the 
original premium rates represented such a wide error is that none of the 
surveys that had been made adequately took into account the increase in 
utilization which would occur when the impact of drug costs was reduced 
through the averaging effect of a monthly premium. (The Green Shield Plan, 
of course, does not aim at reducing total drug costs, but simply averages out 
over time and over the whole membership the payments for drugs made by 
individuals covered by the Plan.) Neither did the survey, and therefore the 
rates, take into account the fact that age and sex serve to differentiate persons 
with respect to utilization of drugs more than any other characteristics.® 

Enrolment since inception of the Plan has been upon a group basis 
only. The group may be associated for any reason so long as it has no direct 
relation to health. In order to avoid insuring only poor risks, the Plan 
originally required that a high proportion of the group be enrolled.” After 
the first 15 months of operation when the Plan gave notice of its intention 
to raise the premium rates, individuals covered by the Plan were given the 
opportunity to opt out, and approximately 17 per cent did so. In nearly all 


1 Research and Statistics Division, Department of National Health and Welfare, op. cit. 
2Prescription Services Inc., brief submitted to the Royal Commission on Health Services, 
Toronto, May 1962, p. 27. 
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cases, according to Prescription Services Inc., the individuals making up the 
17 per cent who left the Plan were healthy people.* This, of course, neces- 
sitated a further increase in the per capita costs of operating the Plan. 

Notwithstanding the increased premiums, and the provision of the 
additional 10 per cent reduction in the amount by which pharmacists are 
reimbursed, the Plan has continued to face financial difficulties. The phar- 
macists who organized the Green Shield Plan originally provided a loan 
fund of over $11,000. Subsequently the Ontario Retail Pharmacists Associa- 
tion made a donation of $3,000 to the Plan and individual pharmacists 
donated approximately $18,000 over a three-year period. Without this 
financial assistance “the plan could not have operated since its actual 
fiscal operations outside of loans and donations have been continuously at a 
loss”.? The financial problems facing the Plan do not mean that it has 
provided extravagant benefits. As we have already pointed out there is a 35 
cent prescription fee which the operators of the Plan believe deters the 
extension of the prescribing practice of physicians to what are usually non- 
prescription items “most of which cost 35¢ or less, as for instance, castor 
oil, household medicine chest items, etc.”.? In addition to the 35 cents 
prescription fee there is a quantity limitation which prevents the stock- 
piling of drugs or their resale for cash.* Although it is said that only 2.5 
per cent of the normal volume of prescribed drugs is excluded from the 
Green Shield Plan,° there is at least one important drug, namely insulin, 
which is excluded because of high frequency of use.® 

At the time of the presentation of its brief in May 1962 by Pre- 
scription Services Inc., the Green Shield Plan had 1,500 subscribers only.? 
It had no current intention of extending the Plan beyond the Province of 
Ontario.’ The hope of the operators of the Plan is that a substantial increase 
in the number of subscribers may take place which will result in a rate 
reduction. This is thought to be particularly likely if the Green Shield Plan 
becomes one of the fringe benefits provided under labour union contracts. 
In these circumstances, simple administrative efficiency would require that 
100 per cent of the bargaining unit enrol, thereby ensuring a broad range 
of healthy persons to balance those who have a more active need of drugs.® 

Evidence presented to us suggests that druggists outside Ontario do 
not look upon the Green Shield Plan as providing any kind of pattern for 
the future. For example, the Pharmacy Association of the Province of British 





4 bid., p..40. 
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* Tbid., p. 29. 
© Ibid., p. 34. 
®Tbid..p. 28. 
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8 Ibid., p. 49. 
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Columbia expressed the opinion that Prescription Services Inc. is not! 
economically capable of standing on its own merits because it has no popular t 
appeal. Most people do not think of heavy drug costs as the kind of dis-- 
aster which they should be insured against. The Plan is not attractive because » 
the premium cost is close to the average cost of prescription drugs to) 
Canadians. In other words, the Plan does nothing to lower drug costs. The: 
appeal of the Green Shield Plan therefore is limited to those who are: 
poor insurance risks.1 The Saskatchewan Pharmaceutical Association ex-- 
pressed a similar view. They particularly stressed the fact that the limited | 
number of participants in the Green Shield Plan means that the Plan iss 
loaded with higher risk groups with the result that prescription costs underr 
the Plan are about double the average for the country.’ 

Perhaps the most persuasive evidence that a substantial need existss 
for a different method of financing the public’s drug requirements is seen in! 
the experience of substantially increased utilization wherever drugs have: 
been supplied as part of a government health service. 

Under New Zealand’s scheme, between the years 1943 and 1960,, 
the number of prescriptions dispensed per capita rose from 2.1 to 5.9 perr 
annum. At the same time the average price of each prescription more than? 
doubled. These increases occurred while more stringent limits were being: 
imposed on the duration of treatment to be provided by the individual! 
prescription. At first there was no limit; then a limit was imposed so thatt 
prescriptions should not provide for longer than 15 days’ treatment; this: 
was later reduced to 10 days, and it was again reduced to the current 7/7 
days. Drug benefits as a proportion of expenditures on all health benefitss 
in New Zealand have nevertheless, gradually risen from 24.5 per cent int 
1950-51 to 29.9 per cent in 1959-60.4 

In Australia, pharmaceutical benefits are limited to a list of “life-- 
saving” drugs. Nevertheless, 70 to 80 percent of all prescriptions are saidi 
to be covered by the Plan.°® Utilization rates have increased from 1.09 ins 
1953 to 2.40 in 1960, while at the same time the average price per pram 
scription has increased by 36.7 per cent over this seven-year period.® | 

Under the National Health Service in Britain, between 1949-50 and’ 
1957-58 the average price per prescription approximately doubled, while the: 


1The Pharmaceutical Association of the Province of British Columbia, op. cit., p. 19. 

2 Transcript, op. cit., January 24, 1962, Vol. 19, p. 4403. 

’ The Canadian Pharmaceutical Association, Inc., op. cit., p. 180. 

4 Tbid., p. 169. It may be noted that the percentages given above are much higher thann 
the general estimates made by the World Health Organization referred to earlier. (Quoted in thee 
brief submitted to the Royal Commission on Health Services of the Saskatchewan Pharma-+ 
ceutical Association, op. cit., p. 14.) 

° Research and Statistics Division, Department of National Health and Welfare, op. cit.! 

® The Canadian Pharmaceutical Association, Inc., op. cit., p. 181. 
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average number of prescriptions per capita was held constant at 5.29 per 
annum perhaps because the contributory fee was twice increased during the 
period.? 

In Norway, early experience with the provision of drug benefits 
resulted in costs which made it impossible to underwrite the provision of 
all drugs. Consequently, at the present time the sickness funds pay only for 
a limited number of drugs required for long-term illnesses. There is however, 
some government control over the importation, advertising, distribution and 
prices of drugs and the profits thereon.” 

In general, according to the Canadian Pharmaceutical Association, 
in Britain, Australia, New Zealand, Norway, Denmark and the Netherlands 
the proportion of direct participation by the patient in the payment for each 
prescription has had to be increased over the years of the country’s experi- 
ence with its health plan. All reports indicate that each programme has 
experienced rising annual drug bill costs. At this point the following com- 
‘ment from an article in the Canadian Medical Association Journal is 
pertinent. 


“VIRTUALLY since the beginning of the National Health Service in 
Great Britain the amount paid out on drugs has caused great agitation in 
many circles, and to the end of economical prescribing there exists a 
considerable official team to give the doctor advice and criticism.’ 


The more limited experience we have had in Canada points in the 
same direction. The brief presented to the Restrictive Trade Practices Com- 
mission by the Government of Saskatchewan reports a great increase in the 
average expenditures for drugs and appliances per welfare beneficiary under 
the provincial health schemes. Between 1949-50 and 1958-59 such expend- 
itures increased from $6.24 to $20.51 per capita for recipients of old 
age pensions, from $2.67 to $7.42 per capita for recipients of mothers’ 
allowances, and from $5.86 to $13.32 per capita for recipients of blindness 
allowances.® In their submission to us the Saskatchewan Pharmaceutical 
Association included the following comment: “Utilization of the pharma- 
ceutical benefits of the health program has shown a persistent and gradual 
increase over the years. In the year ending March 31, 1950 an average of 
3.5 prescriptions were paid for on behalf of each eligible beneficiary in 
Program I. During the year ending March 31, 1959 (nine years later) this 





1See Ross, T. M., “An Analysis of Pre-Payment of Prescriptions and the Green Shield 
Plan”, as quoted in Nova Scotia Pharmaceutical Society, brief submitted to the Royal Com- 
mission on Health Services, Halifax, October 1961, p. 19. 

? The Canadian Pharmaceutical Association, Inc., op. cit., p. 170. 

“oid... 172. 
“From an article ‘“‘Prescribers’ Journal”, Canadian Medical Association Journal, July 1961 
_ Issue, quoted in Report of the Restrictive Trade Practices Commission, op. cit., p. 254. 
° Restrictive Trade Practices Commission, op. cit., p. 389. 
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figure had risen to 7.3—more than double. At the same time, more than 
30% of the eligible population failed to receive any prescriptions at all.’”’* 
Conditions elsewhere in Canada appear to be somewhat similar. We were 
told by the Manitoba Pharmaceutical Association that the experience under 
the Manitoba Medicare Plan has been that the cost of free medication under 
that plan has far exceeded what was anticipated.2 The New Brunswick 
Pharmaceutical Society pointed out that the drug utilization rate in New 
Brunswick was less than half what it was in Britain or New Zealand, and it 
concluded that the rate under any national health scheme would therefore 
increase.® 

Considering the possibility of the inclusion of drug benefits in a 
national health service, the Canadian Pharmaceutical Association estimated 
that increases in the utilization rate and changes in other factors in three 
years’ time might mean that “the total cost of providing for pharmaceutical 
services under a comprehensive program will approximate $313,500,000”.4 
Looking at the same problem, Prescription Services Inc. calculated that the 
drug costs for its subscribers average $1.56 per person per month or $18.72 
per year. For 19 million people this would amount to over $350,000,000 
per year as a national drug bill.® It should be recalled, however, that Prescrip- 
tion Services Inc. does not deal with a representative population, but includes | 
a higher than average proportion of people with more active need for 
drugs.® } 

Nevertheless, potential increases of this order of magnitude in the 
total cost of the national drug bill raise inescapable questions about the: 
possibility of waste. In their representations to us the Ontario Retail Pharma- 
cists Association argued that the experience of Prescription Services Inc. 
indicates that many people are unable to get prescriptions filled because 
they cannot afford them. The Association said that per capita utilization. 
of drugs under a national health programme can be expected to increase 
not because people use more drugs but because they can then use the drugs. 
they need.’ The same view was expressed by the President of the Sas-. 
katchewan Pharmaceutical Association who said: “I am not inclined to: 
think there are many abuses, that the reason for the increased cost that we: 
mentioned in our Saskatchewan plan was that people became gradually 
aware of the benefits they could derive from this plan and began to make: 


1The Saskatchewan Pharmaceutical Association, op. cit., Appendix A, p. 5. 

2 Transcript, op. cit., January 18, 1962, Vol. 15, p. 3713. 

3 New Brunswick Pharmaceutical Society. Final Submission, op. cit., p. 6. 

“The Canadian Pharmaceutical Association, Inc., op. cit., p. 188. 

5 Transcript, op. cit.,. May 10, 1962, Vol. 50, p. 9586. 

® We estimate that the nation’s prescribed drug bill assuming universal coverage and in- - 
cluding patient contributions to the costs of prescribed drugs would amount to $234 miilion in} 
1966 and $361 million in 1971 (see Table 20-15). 

‘Transcript, op. cit., May 10, 1962, Vol. 50, p. 9570. 
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use of them, and I don’t think for a minute it was a frivolous use at all. 
I think these were people who had refrained from seeking medical attention 
or refrained from getting prescriptions because they didn’t feel they could 
afford them’”’.! Some qualification of this view may however be required. 
The Canadian Pharmaceutical Association stated that “it must be recog- 
nized that there is an economic barrier and/or natural reluctance which is 
not related entirely to the financial circumstances of the individual and 
which causes resistance towards the assumption of the costs of health care 
Merviccs... .” 

There are, we believe, at least three other considerations which bear 
on the size of the bill which would have to be faced if prescribed drugs are 
treated as a health service benefit. We were reminded that there are many 
sources of medication presently available to the consumer other than the 
retail pharmacies. The most important among these are physicians who make 
drugs available to their own patients, the hospital pharmacies, various 
government agencies, various voluntary agencies, private nursing homes, 
industrial dispensaries, and others. The Canadian Pharmaceutical Association 
commented that “it must be assumed that the initiation of a comprehensive 
program would relieve many of these agencies from the obligation of 
supplying medication” .® 

An important and direct but perhaps not obvious additional influence 
on the consumption of drugs arises out of the simple availability of drugs 
and of doctors. To illustrate, in Saskatchewan in 1961 there were 5,427 
prescriptions dispensed per 1,000 persons in rural locations and 7,418 
prescriptions dispensed per 1,000 persons in cities.* 

The third consideration is that “a physician is most disposed to 
prescribe the needed drug without regard to cost when he knows that it 
will not entail economic hardship upon his patient to have it dispensed”’.® 
There is evidence that at least with respect to some high-priced drugs the 
Same doctors will prescribe a greater quantity per prescription where they 
are treating patients for whom a third party pays the cost of medication 
than when they are treating patients who must pay for the drugs themselves.® 
In addition, it has to be recognized that under a prepaid prescription plan 
Some people may see a doctor and receive a prescribed medicine when in 
other circumstances they would buy non-prescription preparations.’ 


1Tbid., January 24, 1962, Vol. 19, p. 4412. 
?The Canadian Pharmaceutical Association, Inc., op. cit., p. 178. 


'1bid:, p. 178. 
“Research and Statistics Division of the Department of National Health and Welfare, 
op. cit., p. 114. 


5 The Ontario Retail Pharmacists’ Association, brief submitted to the Royal Commission 
on Health Services, May 1962, p. 42. 
® New Brunswick Pharmaceutical Society. Final Submission, op. cit., p. 6. 

*The Saskatchewan Pharmaceutical Association, op. cit., p. 12. 
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Some countries have tried to keep within tolerable bounds the bill 
for drugs which the public purse is compelled to meet, by limiting in some 
way the drugs to be supplied under the national health service. In this 
connection the Hinchliffe Report on the cost of prescribing in Britain com- 
pared the Australian, Danish, and New Zealand plans. The findings of the 
Hinchliffe Committee were said by the Faculty of Pharmacy of the Uni- 
versity of Toronto to indicate that the plans mentioned were administratively 
too complex, and in the case of Australia, the list of permitted drugs was too 
limited to provide a full range of clinical treatment.’ 

The more common method of keeping within tolerable limits the 
drug costs which have to be paid for out of public funds is to require 
direct participation by the patient in the payment of each prescription. This 
has two effects. It accomplishes a sharing of the total costs, and to the 
extent that it encourages responsible use it reduces total costs. In the 
opinion of the Canadian Pharmaceutical Association direct participation by 
the patient in the payment of the prescription can have a significant effect 
in deterring the over-utilization which arises from the prolonged con- 
sumption of drugs which are no longer required to meet a specific 
disease-diagnosis.* The Association also expressed the opinion that a nominal 
deterrent charge probably does prevent abuse particularly in relation to 
low-cost items which are not usually prescribed, such as household medicine 
chest articles.® | 

The Canadian Pharmaceutical Association points out, however, that 
increases in prescription fees charged to patients in Australia and Great 
Britain appear to have had the effect of stimulating the prescribing of 
larger quantities per prescription. Australia introduced a fee of five shillings 
per prescription in March 1960, and the drug utilization rate increased 
20 per cent in that year over the previous year. In Great Britain the prescrip- 
tion fee payable by the patient was increased from one shilling to two shillings 
in March 1961.4 Notwithstanding this experience, as indicated above, a 
prescription fee payable by the patient is commonly employed by those 
countries in the western world which include drugs in their health care 
programmes. 


In Sweden there is one list of drugs which are provided free of 
charge to the patient. There is a second list for which the patient pays the 
first three Crowns of the cost of the prescription plus half of the remaining 


1Transcript, op. cit., May 14, 1962, Vol. 52, p. 9944. 

2The Canadian Pharmaceutical Association, Inc., op. cit., p. 176. 
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cost.1 In Denmark pharmaceutical benefits cover 800 drug items. The 
insured pays the pharmacist and is reimbursed by the plan for three-quarters 
of the purchase price.” In France the health plan provides an extensive list 
of drugs as a benefit. The patient pays for the medicine and is reimbursed 
for a proportion ranging from 70 to 100 per cent of the purchase price.® 
In Germany 85 per cent of the population is covered under the health plan. 
There is an unofficial list of prescribed drugs which may be claimed as a 
benefit, although the doctor is free to prescribe what he considers necessary, 
with payment subject to approval of the fund. There is a direct charge to 
the patient of 0.50 Deutschemarks per prescription.* 

As implied above, there is sometimes controversy over the question 
of whether or not a direct payment by the patient does in fact deter 
over-utilization. Apart from what seems to us to be the inescapable logical 
inference that it should have a tendency to discourage waste, and apart 
from the wide-spread use of such a payment in other countries, experience 
in Canada also appears to support the same conclusion. It was indicated 
to us that in British Columbia, welfare recipients pay nothing for drugs 
and the utilization rate is 10 per person per year compared with 2.9 per 
person per year for the population as a whole. In Saskatchewan, welfare 
recipients pay 50 per cent of the cost of drugs and the utilization rate is. 
6.7 per person per year compared with 2.7 per person per year for the 
population as a whole.® In other words, while the utilization rates are similar 
in the two provinces for the population as a whole, there is a substantial 
difference in the utilization rates for the welfare groups. While the welfare: 
group in Saskatchewan embraces a wider section of the population we do 
not think this reduces the significance of the comparison. 

The Government of Manitoba suggested to us that “any extension 
of health insurance programmes be designed to include coverage for drugs 
Outside of hospitals with an appropriate deterrent factor’.® While we agree 
with the principle of an extension of a prepaid health services programme 
to include drugs and a patient contribution, we do not look at such a 
contribution as a deterrent factor. Rather, we look at such a contributory 
payment by patients as a means of encouraging responsible use of prescribed 
drugs. 

We conclude (a) that expenditures on prescribed drugs are a major 
factor in the health bill of the average Canadian and impose on many a 
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burden that the individual cannot carry, and (b) that the average consumer 
of pharmaceuticals can without hardship contribute a reasonable amount for 
each prescription, special circumstances excepted, thus reducing the costs of 
a prepaid drug programme.* 


QUALITY OF DRUGS 


The Food and Drug Directorate of the Department of National 
Health and Welfare is the primary government agency concerned with the 
quality of drugs in Canada. This agency administers the Food and Drugs 
Act. Contrary to what is often assumed, this Act does not provide for Govern- 
ment approval of any drug. The method employed is to make it an offence 
to do or not to do specific things. Any drug or medical device not violating 
the Act or regulations made thereunder may be sold. As a constitutional 
matter the Federal Government has jurisdiction in this field because of its 
responsibility for criminal law. The Food and Drug Directorate exists to 
detect those who commit offences, and to seek remedies. The usual remedies | 
are prosecution of the company or seizure of the product which offends 
against the law. Seizure is thought to be the more effective of the two: 
remedies.” 

The Food and Drug Directorate does not guarantee that every drug ; 
marketed has been approved or found satisfactory in any way. However, , 
because prevention of an offence is thought better than any remedy, the : 
Directorate does advise manufacturers and others as to whether a new’ 
product, label, or advertisement is likely to be in violation of the Act.? Int 
these circumstances the manufacturer must continue to accept full respon-- 
sibility for his product. 

Before a manufacturer can put a new drug on the market he must! 
comply with various regulations under the Food and Drugs Act. No one: 
may sell a new drug to the public unless a notice of compliance has been! 
issued by the Department in respect to such drugs and no such notice 1S; 
issued unless a new drug submission including all the required information| 
has been filed and found satisfactory. The information required includes: 
a complete description of all experiments, tests, controls, and clinical trials: 
necessary to establish the safety of the drug. Not only every new drug but! 
every new preparation of it (ie., by another supplier) must be cleared by) 
the Food and Drug Directorate. This requires a new submission and a new) 


1See also Chapter 2, Recommendation 58. 
2 Restrictive Trade Practices Commission, op. cit., p. 156. 
8 Tbid., pp. 160 and 161. 
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notice of compliance. Because the procedure may be long and expensive, 
this requirement may be a significant barrier to small manufacturers.! To 
indicate the importance of this particular responsibility, it may be noted 
that the Food and Drug Directorate in one year has reviewed as many as 
180 new drug submissions, many of them containing several hundred pages 
of data.? 

The provincial pharmacy acts supplement the Food and Drugs Act 
in providing for a listing of drugs which may be sold only on prescription.* 
There are specific regulations under the Food and Drugs Act also, pertaining 
to the labelling of drugs, designed to inform the physician, the druggist and 
the public about their safe and proper use. Quality standards are established 
for some drugs in the regulations, and a schedule to the Act also contains 
a list of official compendia which set standards for other drugs. When a 
standard has been prescribed in the regulations, or in any of the compendia, 
the sale of drugs not conforming to this standard is prohibited. Among the 
basic qualities demanded by the law are that the drug must have the com- 
position claimed for it, the medication must be contained in such a way 
as to be wholly available to the consumer of the drug, it must be free from 
harmful extraneous substances, and its potency must have certain stability. 

The powers of inspection under the Food and Drugs Act are broad. 
Their use, however, is discretionary except that a minimum amount of 
inspection is required to be carried out in connection with certain matters. 
For example, no Schedule E drugs (which include organic arsenicals used 
in the treatment of syphilis) may be sold unless each batch is deemed “not 
unsafe for use’’.® These drugs are less important than they once were having 
been replaced to some extent by antibiotics. The sale of injectable antibiotics 
is prohibited unless the premises, processes, and conditions of manufacture 
are such as to ensure that they are not unsafe for use. The Department 
issues a licence on a yearly basis after the procedures, premises, and records 
of the manufacturer have been subjected to critical examination.® Schedule 
H contains the drugs Thalidomide and Lysergic Acid Diethylamide which 
may not be sold at all to the general public, and only to special groups of 
experts for investigational purposes. Most drugs are subject only to a general 
prohibition against manufacturing or storing under unsanitary conditions, 
and against selling drugs so manufactured or stored, or any adulterated drugs. 
The Food and Drug Directorate has authority to inspect at any level of 
distribution, including retail, but with its limited staff it pays most attention 





1Tbid., p. 165. 
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to manufacturers of prepared dosage forms.t About 450 inspections of drug: 
plants are carried out each year. 

In addition to plant inspection, of course, a major programme of| 
laboratory testing is carried on. In a three-year period ending in 1960, 
11,290 samples of drugs were subjected by the Directorate to laboratory, 
tests. Of these, 4,479 samples tested were for enforcement of the Opium: 
and Narcotic Control Act. A significant portion of the time of the Food: 
and Drug Directorate’s drug analysts is therefore taken up in the admin-. 
istration of this Act. Of the remaining drug samples tested, 2,923 were: 
vitamin, and vitamin and mineral preparations, 710 were depressants and: 
stimulants, 394 were systemic disinfectants, 358 were analgesics, 314 were: 
hormone and hormone-like substances, 227 were autonomic drugs, 135 were: 
diuretics, 112 were anaesthetics and the rest were a miscellaneous group: 
including cardiovascular agents, antihistamines, etc.” In his evidence before: 
the Restrictive Trade Practices Commission, Dr. C. A. Morrell indicated: 
that with respect to the laboratory tests made in 1960, 30 per cent of the: 
pharmaceutical samples examined were unsatisfactory (for example, there: 
might be a variation in potency but within tolerable limits), but only 5 per 
cent were objectionable to the point that they had to be withdrawn. It should,| 
of course, be borne in mind that drug inspectors examine mainly those drugs: 
which they have some reason to suspect.? 

The function of the Opium and Narcotic Control Act is to provide; 
for the domestic control of the legitimate trade in narcotic drugs, and ins 
co-operation with the Department of Justice to suppress the illicit traffic im 
narcotics. Manufacture in Canada is prohibited but provision is made for 
handling by wholesalers under a licensing and audit system. A complete: 
record is available of the source, distribution, and the legitimate sale of 
these drugs.* 

Imported drugs are also inspected on a sampling basis. In those: 
custom ports where there are no drug inspectors, the Food and Drug Direc- 
torate is notified by customs inspectors of shipments of drugs coming into 
the country. These shipments are held until a release is obtained from the 
Food and Drug Directorate. It is not necessary to seize imported drugs 
or to prosecute the supplier because entry of the drugs can simply be refused. 
In the past the Food and Drug Directorate has sent an inspector overseas; 
to Italy, for example, to look at various pharmaceutical manufacturers 
located there.® 


1 Restrictive Trade Practices Commission, op. cit., p. 155. 

2 The Canadian Pharmaceutical Association, Inc., op. cit., Appendix D, p. 4. 

3 Restrictive Trade Practices Commission, op. cit., p. 157. 

4Research and Statistics Division of the Department of National Health and Welfares 
op. cit., p. 26. 

5 Restrictive Trade Practices Commission, op. cit., pp. 162 and 163. 
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The Canadian Pharmaceutical Association told us that “the degree 
of quality control of drug products that is mandatory under present Regula- 
tions of the Food and Drugs Act is not such as to give sufficient assurance to 
the pharmacist that any given batch of the products of all manufacturers 
will meet the required specifications’. We were told by the Saskatchewan 
Pharmacists Association that pharmacists will not risk supplying generic 
drugs unless convinced of their purity and potency. Physicians were said to 
be similarly reluctant to prescribe generic drugs. The Association said that 
the situation was not likely to change until the Food and Drug Directorate 
“can give assurance that all drugs not only meet required standards but 
that the manufacturing care and techniques of every licensed manufacturer 
are adequate”.? The New Brunswick Pharmaceutical Society expressed a 
similar view.? On the other hand, the Canadian Pharmaceutical Manufac- 
turers Association took the position that it would be virtually impossible 
for the Food and Drug Directorate to check every batch of drugs. A mini- 
mum of 76,000 batches of drugs are said to be placed on the Canadian 
market by major companies each year without including what is supplied 
by importers or small regional companies.* 

There is no doubt that the problem is a difficult one. Available 
information indicates that savings by the purchase of drugs under their 
generic names have been realized chiefly by government or institutional 
buyers who purchase large quantities and who are able to test the quality of 
these drugs.° There are, however, at least two hopeful elements in the 
situation. In his evidence before the Restrictive Trade Practices Commission, 
Dr. C. A. Morrell made some significant comments on one of them. He 
indicated that quality control requirements for any particular company 
depend upon the number of products being manufactured, and the danger or 
potency inherent in them. Companies making a limited line of products, none 
of which are of a dangerous character, have no need for the same quality 
control requirements as a large manufacturer with several hundred products, 
some of which will certainly be dangerous. Dr. Morrell! further expressed the 
Opinion that in order to adequately test and check drugs in Canada the Food 
and Drug Directorate would have to triple its staff of inspectors and 
laboratory personnel.® 

The evidence given to the Restrictive Trade Practices Commission 
was that some foreign firms, as a matter of courtesy, allow the inspectors of 
the Food and Drug Directorate to visit their plants, but only with respect to 


1The Canadian Pharmaceutical Association, Inc., op. cit., p. 38. 

2The Saskatchewan Pharmaceutical Association, op. cit., p. 18. 

3 New Brunswick Pharmaceutical Society, Final Submission, op. cit., p. 10. 
4Canadian Pharmaceutical Manufacturers Association, op. cit., p. 75. 
Green Book, op. cit., p. 222. 

° Restrictive Trade Practices Commission, op. cit., pp. 156 and 157. 


370 THE EXISTING HEALTH SERVICES COMPLEX 


Schedule C and D drugs has the Directorate authority to inspect “the prem- 
ises in which drugs are manufactured and the process and conditions of 
manufacture therein”. The significance of this handicap in relation to foreign 
sources of supply is suggested by the evidence of Professor J. L. Summers 
of the University of Saskatchewan, who said “no knowledgeable person in 
the field of pharmacy could walk into a plant and spend a day with them and 
not learn more and know more about the quality of the product which they 
produce than analytically, by testing they could learn in five years”.* There 
does not appear to be any obvious reason why inspection abroad, given 
adequate staff, should not be increased. Authority was provided in the Regu- 
lations under the Food and Drugs Act in March, 1963; for inspection of 
manufacturing facilities and control of drug manufacturing. 

The Canadian Medical Association stressed that from the point of 
view of the medical profession the most urgent needs were: 


“a) to provide a means of assuring the doctor that his prescription does in fact 
contain the stated type and quantity of active drug even if the generic 
name is used and no manufacturer specified, and 


“b) to provide information on new drugs relating to an objective appraisal of 
their efficacy and toxicity by an unbiassed body of experts before they 
are released for general use.”2 


The Canadian Medical Association recommended that: 


“The responsibilities of the Food and Drug Directorate should be extended 
to provide quality control of all drugs offered for sale and authoritative 
information on new drugs.”? 


DRUG ADVISORY COMMITTEE 


The problems touched upon in the previous section emphasize the 
importance of the role of the Food and Drug Directorate of the Department 
of National Health and Welfare and the Canadian Drug Advisory Committee. 
Among the responsibilities assumed by the latter organization which was 
formerly known as the Canadian Committee on Pharmacopoeial Standards 
is the appointment of subcommittees to advise the British Pharmacopoeia 
Commission on various subjects. One of these subcommittees deals with 
nomenclature.* When a manufacturer presents a new drug submission for 


1Tbid., p. 494. 


2 The Canadian Medical Association, brief submitted to the Royal Commission on Health — 


Services, Toronto, May 1962, p. 36, para. 100. 
8 Ibid., p. 100, para. 244. 
4 Restrictive Trade Practices Commission, op. cit., p. 15. 
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consideration by the Department of National Health and Welfare he is 
asked to supply a “proper name” for the product. The nomenclature sub- 
committee is important in avoiding conflicts with names in other jurisdictions. 
It may also help to see that a non-proprietary name is devised as quickly as 
possible after a drug has been made known to the medical profession, which 
is important, given the extent to which habit may determine whether a non- 
proprietary or brand name is likely to be used in prescribing.* 

The most important contribution which the Canadian Drug Advisory 
Committee can make to the objective of ensuring that the Canadian market is 
supplied with drugs of dependable quality was described by Dr. Mark Nick- 
erson, Head of the Department of Pharmacology and Therapeutics at the 
University of Manitoba in his evidence before the Restrictive Trade Practices 
Commission: 


“DR. NICKERSON:...I think there is only one really satisfactory 
solution, and that is that we have to reach a position where any drug that 
goes on the market in Canada at least meets certain minimum specifica- 
tions. The Canadian Drug Advisory Committee, of which I am a member, 
has drawn up with the Food and Drug Directorate a new set of regula- 
tions which involves recording the source of drugs, imported or not 
imported, and specific tests, and I think if the Food and Drug Directorate, 
if it did have adequate resources, or were given the adequate resources 
to carry this through, it would give reassurance that drugs on the market 
are up to standard, but I can see no real solution to the generic name 
promotional problem without having some basic assurance of these 
minimum specifications.’ 


‘THE CHAIRMAN: With regard to the suggestions you made for varia- 
tion in the methods followed by the Food and Drug branch, do you feel 
that these suggestions will assure reasonable accuracy of the drug available 
to the Canadian market? 


‘DR. NICKERSON: I feel that they will, or at least will go a long ways 
in this direction. The one thing I don’t know about from my own 
personal experience is the extent to which the Food and Drug Director 
at the moment has the facilities to carry them out. This might possibly 
require more personnel. 


“THE CHAIRMAN: Do you think you could say it would be quite impos- 
sible to undertake the thorough testing of every batch of drugs that 
comes out on the market? 


‘DR. NICKERSON: Yes. This is the reason the advertising [advisory] 
committee made the suggestion, that they will require analytical data, 
information of sources of raw material that went into the manufacture 
and provide also, when the Director feels necessary, for inspection of 
the facilities, and although it may still be a lot of work, I think it is more 
feasible to check records and analyses, and so on, than it is to do the 
actual testing of all drugs and so.’ ”’2 


*1bid., p. 492. 
2 Tbid., pp. 172-173. 
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The Drug Advisory Committee referred to above is composed of rep- 
resentatives of the medical and pharmaceutical professions and the drug 
industry. We conclude that there is need to strengthen the arrangements for 
consultation between the Food and Drug Directorate of the Department of 
National Health and Welfare, and the health professions and the drug industry. 
In particular we believe that (a) representation should be broadened, (b) the 
area of responsibility should be extended to enable the Committee to assist 
the department more effectively in its work concerning the quality and effi- 


cacy of drugs, and (c) adequate staff and other needed resources should 
be provided. 


PHARMACOPOEIA AND NATIONAL DRUG FORMULARY 


The necessity for legal standards to define the specifications, establish 
the purity and regulate the strength of drugs is recognized by a number of 
countries. Such standards are set forth in “Pharmacopoeias” which contain 
lists of drugs with descriptive tests and formulae for preparing them. 
Many nations have national pharmacopoeias, e.g., in the United Kingdom, 
the British Pharmacopoeia—in the United States, the United States Pharma- 
copoeia—in France, the Codex Medicamentarius Gallicus (Codex Fran- 
¢ais)—in Germany, the Deutsches Arzneibuch (Pharmacopoeia Germanica), 
etc. Efforts have been made for a number of years to establish an Inter- 
national Pharmacopoeia. A start was made in Brussels in 1902 by the 
establishment of the International Conference for the Unification of Potent 
Remedies and the efforts were continued by the League of Nations and 
later by the World Health Organization by the establishment of an Inter- 
national Pharmacopoeial Committee which published the first volume of the 
International Pharmacopoeia in 1950 in three languages, English, French, 
and Spanish. A second volume was completed in 1955 and a supplement in 
£59) 

In Canada there is no national pharmacopoeia as such. However, 
authority is provided in the Food and Drugs Act to establish by regulation, 
standards of composition, strength, purity, potency, quality and other 
properties of drugs, and this has been done for a number of preparations. 
In addition, the British Pharmacopoeia, the United States Pharmacopoeia, 
the International Pharmocopoeia, and Codex Francais have been recognized 
as Official texts on drugs in a schedule to the Food and Drugs Act. 

Besides a national pharmacopoeia, a number of countries have 
another standard work on drugs called a “Formulary” or a collection of 





*See Chapter 2, Recommendation 61. 
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recipes, formulae and prescriptions. For example, in the United States 
there is the National Formulary supplementing the United States Pharma- 
copoeia in the promotion of standardization of the names and formulae of 
extensively used drugs not described in the United States Pharmacopoeia. 
In other countries the formulary type of text is termed a Codex, e.g., The 
British Pharmaceutical Codex. These standard compendia are recognized 
as official texts on drugs providing standards and tests of identity, purity 
and quality of drugs to ensure, as far as possible, uniformity in physi- 
cal properties and active constituents. In addition, they standardize the 
names and formulae of extensively used drugs. As in the case of the 
Pharmacopoeia, a Schedule of the Food and Drugs Act recognizes the above 
texts as official standard compendia on drugs in Canada. 

At the present time Canada is without any comprehensive national 
standard compendium on drugs. A number of years ago efforts were made 
to establish a national compendium on drugs in Canada under the title 
of The Canadian Formulary. This text was originally compiled and published 
in 1905 under the authority of the Ontario College of Pharmacy, and 
continued to be the property of that organization through five revisions 
until 1929 when the title was transferred to the Canadian Pharmaceutical 
Association. The last revision of the Canadian Formulary was undertaken 
by the Canadian Conference of Pharmaceutical Faculties for the Canadiam 
Pharmaceutical Association, and the last edition (the seventh), published im 
1949, consists of approximately 130 formulae of selected preparations. 
Many of the extemporaneous types of preparations included in previous 
revisions were omitted from the seventh revision. It is now out-of-date and 
rarely referred to as a standard work on drugs in Canada. 

Evidently brand names may fulfil a useful function with respect to 
pharmaceutical compounds. Each active ingredient may have its own 
generic or chemical name, but there may be no non-proprietary name for 
the mixture itself. In such circumstances the mixture is more easily described 
by a single brand name, than by a list of all its active ingredients. The 
Restrictive Trade Practices Commission concluded, however, that brand 
names applying to single drugs and to the few “official” compounds that 
exist, although perhaps having considerable commercial value, from a 
medical and social point of view, are of doubtful value. We agree with 
the Commission’s conclusions that brand names for such drugs increase 
the multiplicity of names and the risk of confusion; they tend to raise 
expenditures on advertising since most are individually promoted; and they 
tend to displace proper names and reduce competition by preventing the 
dispensing of other preparations of the same drug.! 





1 Restrictive Trade Practices Commission, op. cit., p. 496. 
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The more general use of generic names to designate drugs is restricted 
by the fact that for a large proportion of them no such names exist or, in 
some cases, can be given. To illustrate, a survey was conducted in 1960 by 
Prescription Services Incorporated of Windsor which analysed 889 prescrip- 
tions which had been filled consecutively in two different time-periods. Of the 
total number of prescriptions 5 per cent were extemporaneously compounded; 
7 per cent were filled using generic name products, and 88 per cent were 
written for brand-name products. The 88 per cent figure may be further 
broken down as follows: 42 per cent of the total number of prescriptions 
contained more than one medicinal ingredient; 28 per cent were single 
ingredients which could be procured under a generic or a brand name; 14 per 
cent were single ingredients for which no other brands were available; and 
4 per cent were single ingredients which could be procured under more than 
one brand name. 

Although the most impressive gains to a hospital from the use of a 
formulary system may derive from a listing of generic drugs, under such a 
system, of course, brand name drugs are listed also. Basically a hospital 
formulary is gathering together in a book descriptions of pharmaceuticals 
which reflect the clinical judgment of the medical staff. Under the formulary 
system in hospitals a medical staff member agrees that when he prescribes by 
a proprietary name the hospital pharmacist is authorized to dispense the same 


drug under its non-proprietary name or under a different brand name. A 


pharmacy and therapeutics committee, made up primarily of medical 
practitioners, studies and selects drugs which members consider are most 
useful for the treatment of the patients. In practice it is said to be essential 
that the consent of each person authorized to write a prescription be obtained 
prior to the introduction of a formulary system.* 

Hospital formularies are widely used across Canada. This is indicated 
by a hospital pharmacy survey conducted by the Faculty of Pharmacy of 
the University of Toronto in 1957 which brought 314 replies from hospitals 
located in different parts of the country. Of this total 71 hospitals reported 
that they maintained an up-to-date formulary; 94 hospitals reported that they 
had a drug list which was kept current; 53 stated definitely that a formulary 
was not kept up-to-date; 29 indicated that a drug list was not kept current; 
and a number did not reply to this question.® 

For the physician, the hospital formulary is an educational tool. An 
effective formulary lists the generic name of the drug and the comparable 


1The Canadian Pharmaceutical Association, Inc., op. cit., p. 39. 


2 Summers, Professor J. L., University of Saskatchewan, quoted by the Restrictive Trade | 


Practices Commission, op. cit., p. 472. 
3’ Canadian Society of Hospital Pharmacists, op. cit., p. 24. 
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brand names. It also gives the physician information about the number of 
agents with similar therapeutic action which may be available in the hospital. 
It attempts to suggest good medications and to guide the physician in his 
choice of drugs. While the formulary system may restrict the physician in 
his choice of brand, it may therefore also assist him in choosing the brand. It 
does not in any event limit the availability or his choice of the drug. 

Apart from its effect in improving health care, a hospital formulary 
is an economising device because it decreases duplication. This has the im- 
portant result of reducing the inventory that has to be carried and permitting 
larger purchases of the same drug at one time. The impact of this has been 
described by the Canadian Pharmaceutical Association as follows: 


““*This system works to effect reduced costs to the hospital. From the 
mauufacturer’s point of view, the formulary system tends to substantially 
reduce, in hospitals and government institutions, or, indeed, eliminate 
the normal protection afforded his brand name. With sales made to 
hospitals under the tender system and the elimination of brand name 
protection, the manutacturer is forced into an extreme competitive field, 
price-wise,...° "1 


We discuss later the rather large expenditures made by drug companies 
for purposes of product differentiation. The formulary system tends to undo 
the effect of this expenditure and one would expect that such expenditure 
would therefore be reduced. 

A number of provinces have attempted to develop a drug formulary. 
In Saskatchewan, for example, regional hospital councils composed of a num- 
ber of hospitals in a fairly well defined locality have established a pharmacy 
consulting service which provides for joint purchasing of drugs, and for the 
establishment of hospital formularies.? In addition the Saskatchewan College 
of Physicians and Surgeons has a pharmacy committee which in collabora- 
tion with the Department of Public Health regulates some of the drugs that: 
are listed on the free list under the Medicare programme.® In 1959 a hospital 
pharmacist was engaged by the Manitoba Hospital Services Plan to assist 
hospitals in improving purchasing practices and in the preparation of 
formularies. A survey conducted in Manitoba in 1961 revealed that less than 
20 per cent of prescriptions under the medicare programme were written. 
with the use of the formulary which is issued to medical practitioners. Recent 
trends indicate that physicians are using the medicare formulary to a greater: 
extent. We were told that the Associated Hospitals of Manitoba have been 


? Restrictive Trade Practices Commission, op. cit., p. 487. 

* Saskatchewan Branch of the Canadian Society of Hospital Pharmacists, brief submitted! 
to the Royal Commission on Health Services, Regina, January 1962, p. 8. 

* Transcript op. cit., January 24, 1962, Vol. 19, p. 4453. 
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studying the possibility of adopting group purchasing methods, but that the 
success of this programme was thought to depend largely on the establish- 
ment of an acceptable formulary.’ 

According to the Canadian Society of Hospital Pharmacists, “the 
most important determining factor in the decision of any hospital to prepare 
a hospital formulary is the length of time required for the production of 
same. The selection of the therapeutic agents to be included requires 
numerous meetings with the members of the Pharmacy and Therapeutics 
Committee. The preparation of a monograph for each drug requires many 
hours of research and checking on the part of the pharmacist plus consider- 
able clerical work in the reproduction of this material in a form suitable for 
review by the Pharmacy and Therapeutics Committee and acceptance by the 
medical staff. If the book is to be printed, further delays are entailed in the 
rechecking and proofreading of the material. The formulary is therefore 
usually somewhat out of date before it is completed and immediate revision | 
becomes necessary”.” 

In these circumstances, it is understandable that in their representa- - 
tions to us the Canadian Society of Hospital Pharmacists recommended | 
that a “Canadian hospital formulary service, on a subscription basis, be: 
established by pharmacists in Canada”, with certain government assistance.? ’ 
We are informed that an American formulary service already exists under : 
which an original formulary may be purchased for $15 and which may be : 
kept up-to-date with a subscription of $5 per year. The Pharmacy and! 
Therapeutics Committee of any hospital subscribing to the service may then | 
select those monographs which they wish to have in their own formulary. 

Given the fact that there are communities where a single hospital | 
exists, operating on a formulary system, it is difficult to see that practising : 
physicians would have serious objection to the use of a formulary outside : 
the hospital when they do not object to such use inside the hospital. A. 
national drug formulary was strongly endorsed by the Ontario Branch} 
of the Canadian Society of Hospital Pharmacists who thought it would be: 
“workable”, “a wonderful guide . . . to the smaller hospitals in Ontario”, 
and likely to reduce the cost of drugs and provide better patient care.’ 
‘We were told by the Canadian Pharmaceutical Association that it believes: 
“that within this free-enterprise system a certain measure of necessary control | 
can be introduced which will react against excessive duplication of drug: 
‘products. Appreciable reduction of prescription inventories which, at the: 


1The Government of Manitoba, op. cit., p. 49. 

2 Canadian Society of Hospital Pharmacists, op. cit., p. 25. 
8 Transcript, op. cit., May 18, 1962, Vol. 56, p. 10718. 
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same time, will maintain the physician’s freedom to select the drug of choice 
and rely on the pharmacist’s competence to supply it, can be expected to 
reflect economic advantages to the patient”.1 

We conclude that it is essential for the orderly development of drug 
services as part of an over-all health care programme that Canada should 
have an adequate, comprehensive and up-to-date national drug formulary.? 


DRUG INFORMATION SERVICE 


As we mentioned earlier the Canadian Medical Association indicated 
that the most urgent need is the assurance to the medical profession that 
the quality of the drug prescribed is satisfactory.? The Association expressed 
the opinion that facilities and qualified personnel were lacking to carry out 
adequate pre-marketing evaluation of new drugs at the clinical level. The 
Association recommended that the necessary authority and finances be 
provided for expansion of the work of the Food and Drug Directorate. It 
commented “it is our view that the proposed information service would 
command the ready cooperation of Canadian talent in pharmacy and pharm- 
acology, in research and clinical investigation and in medicine”’.* 

We discussed earlier the problem of ensuring that the Canadian 
market is supplied with drugs of dependable quality. With reference to the 
provision of information about efficacy and toxicity, the evidence before the 
Restrictive Trade Practices Commission is that medical practitioners generally 
have difficulty in keeping up with developments in the drug field.® In this 
connection there appear to be two dangers. On the one hand physicians may 
accept promotional claims which have not been sufficiently established, and 
on the other a really effective agent may be overlooked in the mass of 
information which physicians presently receive. Evidence given to the Res- 
trictive Trade Practices Commission indicates that the time required to keep 
up with the literature on new drugs also presents a problem to some 
pharmacists.® 

A government-sponsored information service might be generally wel- 
comed across the country. The Government of Manitoba, for example, 
recommended that “increased national services be provided for evaluating 





+The Canadian Pharmaceutical Association, Inc., op. cit., p. 87. 
2 See also Chapter 2. Recommendation 62. 

°The Canadian Medical Association, op. cit., p. 36. 

“Tbid:, p. 37. 

° Restrictive Trade Practices Commission, op. cit., p. 207. 

*Tbid., ps 209. 
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the efficacy and quality of drugs and the distribution of information in this | 
regard to medical practitioners, and pharmacists”. The Saskatchewan Phar- . 
maceutical Association supported the idea of a government-sponsored | 
monthly bulletin providing the latest authoritative information available on | 
new drugs, and also the provision of an additional service under the same | 
auspices which would answer specific questions at the request of any physi- . 
cian or pharmacist.2 In their submission to us the Canadian Federation : 
of Agriculture recommended the institution at government expense of such | 
an information service.2 In their report the Restrictive Trade Practices : 
Commission indicated that they had received many submissions which stressed | 
the need for a publication which would make an objective and critical | 
appraisal of new drugs, and which, it was suggested in most cases, should be | 
government-sponsored.* 

The favourable reaction of the drug manufacturing industry to these : 
proposals is suggested by the following quotation from a statement by the: 
representative of a leading drug company: 


“¢ Jn this regard, we would be in favour of an official bulletin or 
other regular publication designed to acquaint doctors and hospitals and 
drug purchasing agencies with information on the latest developments 
in the drug industry. We feel that such a publication is, in fact, long 
overdue and we would be prepared to give active support to its publication. 
‘We have made some preliminary investigations along this line and we 
have received encouraging expressions of support from members of the 
medical profession and the industry itself. We feel that in order to be 
sufficiently authoritative, the publication would have to bear the stamp 
of approval of the medical profession, preferably of the Canadian 
Medical Association, as well as the government. In this regard the Food 
and Drug Directorate has already facilities at its disposal to enable it 
to contribute substantially to the formation of an organization to publish 
this type of review. We feel that the major ethical manufacturers would 
be more than happy to submit materials and results of clinical investiga- 
tions to the publication. 

‘Should this step prove successful, this co-operative organization could 
possibly extend its activities to a wider field including the review of 
product claims, the establishment of improved standards of purity and 
quality, reports on clinical tests and other matters of interest to the 
industry.’ ”5 


Such an information service is already operating in Britain. There’ 
the Ministry of Health, every two months, issues free to medical practitioners’ 
the Prescribers Journal, whose aim is to provide the physician with early and: 
reliable information about new pharmaceutical products and the results of) 


1The Government of Manitoba, op. cit., p. 49. 

2Transcript, op. cit., January 24, 1962, Vol. 19, p. 4431. | 

8 The Canadian Federation of Agriculture, brief submitted to the Royal Commission om) 
Health Services, Ottawa, March 1962, p. 10. 

4 Restrictive Trade Practices Commission, op. cit., p. 250. 

5 Ibid., pp. 250-251. 
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clinical trials. In an article commenting upon this service the Canadian 
Medical Association Journal has pointed to one inescapable problem: a 
journal either publishes quickly and risks inaccurate and perhaps misleading 
information, or it waits for a longer assessment and consequently publishes 
late.* 

In this discussion we have alluded so far to the effect of improvements 
in the dissemination of information about new drugs on improvements in 
health care. The possible effect on cost to the patient might be even more 
significant if the information service was able to provide medical prac- 
titioners generally with greater confidence in prescribing some at least of the 
lower cost drugs. In addition the development of an effective alternative 
method of disseminating information about new drugs might be expected 
to reduce the volume of expenditure on advertising and promotion presently 
undertaken by Canadian drug manufacturers. We consider this a desirable 
objective in the interest of reducing costs and prices of drugs. 

We conclude that a periodic, current and reliable Drug Information 
Service would assist the medical and pharmaceutical professions to provide 
a more effective health service, and that over the long term such a service 
might contribute to reducing drug costs and prices.? 

In this chapter we examined the special nature of drugs as a com- 
modity with particular reference to prescribed drugs and the industry sup- 
plying them. We have more to say about the drug industry, and we do so in 
Chapter 16 where we deal with manufacturing, importation, distribution 
including advertising, foreign control of the industry and research and prod- 
uct development. Then, in Chapter 17 we deal with drug costs and prices, 
including patents, trade marks, tariffs and pricing practices. Our recommenda- 
tions arising out of the conclusions stated in these three chapters will be 
found in Chapter 2. 





*idid., p: 256. 
?See Chapter 2, Recommendation 62. 
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The Evolution of Health Insurance in Canada 


BEGINNINGS 


Prepayment of, or insurance against, the costs of medical services has a 
long history among Canadians. It may come as some surprise that the first 
known contract for medical insurance in North America was introduced 
almost 300 years ago. On March 3, 1665, in what is now the City of 
Montreal, a contract was signed between a master surgeon of Ville-Marie 
and 17 men and their families. The contract was apparently attractive for 
one month later six other family heads appeared before the notary and were 
blanketed into the contract. Several years later, there appeared the first 
“in-hospital” medical services contract. The parties to this contract were 
the Mother Superior of the Dames Religieuses Hospitali¢éres and Jean 
Martinet de Fontblanche and Antoine Forestier, master surgeons, the latter 
promising and obliging themselves to “well and truly serve the hospital of 
Ville-Marie, to treat, dress and physic all the sick persons who may be 
there, and this for periods of three months each in turn and to visit such 
sick persons assiduously at about seven o’clock each morning and at such 
other hours as may be necessary, .. .”.1 

Making allowances for the difference in knowledge and technology 
between then and now, it will be noted that the main essentials of typically 
good modern agreements appear in both contracts. 

One of the earliest examples of an individual hospital making use 
of prepayment arrangements was St. Joseph’s Hospital in Victoria, British 
Columbia. In 1878 the hospital announced benefits of “gratuitous admission, 

. . visits of the doctor at reduced rates, and medicines free of charge,” for 
a monthly subscription of one dollar. 

For the modern period, the development began both east and west, 
and so far as the records indicate, almost simultaneously. As early as 1883 
the minutes of meetings of the Nova Scotia Provincial Workers’ Association 
in the Glace Bay colliery district reveal that employers made certain deduc- 





1 Bulletin of the History of Medicine, Vol. XXVIII, No. 6, Nov.-Dec., 1954. 
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tions from the wages of their employees, in the form of subscriptions for 
the services of doctors and for hospital care, even though it was not until 
1903 that the practice of deducting from wages at source was legally sanc- 
tioned by the Nova Scotia legislature. The wage deductions were compulsory 
for all employees of the mining company, and were paid to the hospital of 
choice (there being two hospitals) and to the doctor of choice, on a capi- 
tation basis. This was apparently the earliest “check-off system” for medical 
services in Canada. In other mining and lumbering centres across Canada 
similar arrangements were adopted. Some of the more important have been 
the Hollinger Consolidated Gold Mines plan in Timmins, Ontario, the 
Consolidated Mining and Smelting Company contracts in Trail, B.C., and 
the plans for mining employees in Nanaimo, Chemainus, and Port Alberni, 
British Columbia. Typically, these arrangements were for employees and 
their dependents only. 

On the Prairies, well before the turn of the century, the device of 
prepayment on a voluntary basis had come into use. The first publicly 
supported general hospital to be built in the Northwest Territories was the 
Medicine Hat General Hospital, established in 1889. Built through business 
contributions, voluntary fund-raising activities, and grants from the terri- 
torial government, the hospital developed as one of its sources of operating 
revenue a system of hospital insurance tickets under which the Board of 
Directors agreed to “lodge, board and give nurse and medical attendance” . 
for a year, to anyone who purchased a “Five Dollar Ticket”, for an annual 
period. Several hundred people took advantage of the scheme during the 
first year. 

The idea of prepayment through the sale of hospital insurance 
“tickets” by the hospital itself was also being accepted in the East. One 
such enterprising hospital was the Hétel Dieu in Chatham, New Brunswick. 
A copy of a letter from the Sister Superior, dated October 5, 1907, to the 
manager of a lumber camp indicates that because of the number of men 
treated in the hospital who “had either been injured in the woods or there 
contracted some malady” the Sisters had decided “this year to issue ‘ad- 
mission tickets’ for our hospital”. The tickets were put up in books of 
twenty and the price per ticket was $3.00. The efforts of men in charge 
of camps and other business activities were solicited in the distribution and 
sale of these books. This, too, was a comprehensive coverage and included, 
“medicine, medical attendance, and board” at the Hétel Dieu Hospital, 
“at any time during six months after date of this ticket”. 


Voluntary Health Insurance 


These scattered examples, developed around the turn of the century, 
were clearly the forerunners of our present prepayment system. By 1934, a 
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survey by the Committee on Group Hospitalization of the Canadian Medical 
Association, revealed twenty-seven hospital-sponsored prepayment plans 
operating in six provinces. Two of these, Edmonton and Kingston, are of 
special interest. The Edmonton plan was known as “Edmonton Group 
Hospitalization” and all four Edmonton general hospitals participated. 
Coverage was limited to persons in groups at a premium rate of sixty cents 
per adult member per month. Benefits included standard ward care and 
special services at half-price. The programme continued until after World 
War II when it became the nucleus of the Alberta Blue Cross Plan. 

The Kingston programme was initiated in 1933 and provided services 
in both the Kingston General Hospital, and the Hotel Dieu. It operated on a 
different principle from that of the Edmonton plan, partial reimbursement 
of the patient’s expenditures, the patient being entitled to a maximum of 
ten days in the semi-private ward or fifteen days in a public ward with a 
maximum for a family of fifteen days (or twenty days in a public ward). 
At the end of the year, all remaining funds in the plan were distributed to 
patients, each patient receiving the proportion of his expenditures that the 
balance in the fund represented to total patients’ receipts. The total pay- 
ments from the fund represented 60 per cent of the total of hospital charges 
billed to patients. 

A programme following more closely the Edmonton plan had been 
launched by the St. Michael’s General Hospital in Lethbridge, with the 
name “Voluntary and Provident Hospitalization Plan”. Like the municipal 
plans in Alberta, it was based on a “dollar-a-day” payment by the patient 
and provided a fairly broad range of benefits for a premium of $6.00 per 
year. 

These represented the second stage of development of prepaid health 
services in Canada and from these experimental plans the Blue Cross move- 
ment was to flower. In the meantime, in various parts of Canada many 
other developments had taken place in the governmental sphere, revealing a 
growing interest in medical as well as hospital care. 


Public Health Insurance} 


It is in the western provinces that we find first examples of people 
turning to the agency of government to solve their medical and hospital 
financing problems. And this should occasion no surprise, for in com- 
parison with the East, the West suffered two disadvantages: the absence of 
large fortunes ruled out philanthropy as an adequate means of obtaining 
needed facilities or for meeting hospital deficits and sparse settlement made 
government the most efficacious machinery for solving such problems. 





1For a description of the development of the direct provision of government medical and 
hospital services, as well as programmes for the indigent, see Chapter 8. 
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In all Canadian provinces, true to the Elizabethan Poor Law tradi- 
tion, the burden of providing for the “sick poor” rested upon the muni- 
cipalities. With this as a government responsibility, it was a natural develop- 
ment that wherever a church-related organization had not provided a hos- 
pital, government would find it necessary to undertake this responsibility as 
well. 


In both Alberta and Saskatchewan, legislative provision was made 
for the combining of towns, villages and rural municipalities into hospital 
districts to establish a special local authority for the purpose of erecting and 
maintaining hospitals. In Saskatchewan the Union Hospital Act was passed 
in 1916 and over the years the Union Hospital system has steadily expanded. 
By 1920, there were ten Union Hospital districts: by 1930, there were twenty. 
Only three were established in the nineteen thirties. There are now 111 such 
districts in the province, covering more than half the population.* 


As a result, the Union Hospital is the predominant type of hospital 
within the province and the system has enabled rural areas that could have 
supported hospitals in no other way to erect and maintain the hospital 
facilities they required. 


In 1917, the Union Hospital Act was broadened to enable the 
hospital board to arrange with any municipality for annual contributions 
for the hospital, be it by a fixed per diem rate for the patients in the hospital 
or by a fixed amount in lieu of or in addition to, such rate. From this res- 
ponsibility to make payments to hospitals in behalf of indigent patients, it 
was a logical step for municipalities to pay the hospital bills for all their 
residents and collect the necessary revenue through the general land tax. No 
legislative authority for such municipal expenditures existed, but it appears 
that at least ten municipalities were providing prepaid hospital care to their 
residents in this manner before 1919. The first legislative authority for mu- 
nicipal hospital care insurance programmes was a special act, passed in co- 
operation with the Alberta Legislative Assembly, to enable the town of 
Lloydminster, which straddles the Alberta-Saskatchewan boundary, to pro- 
vide money for “the maintenance and extension of the Lloydminster Union 
Hospital” and “for the payment of the expenses of their respective rate 
payers and residents when patients in the said hospital”. By 1942, eighty- 
eight rural municipalities or parts of municipalities were operating municipal 
care plans. 


Much more widely publicized than either the Union Hospital District 
system or the Municipal Hospital Care system, has been the Saskatchewan 
Municipal Doctor system. Ever since 1931, when the United States Com- 





1 Data obtained from the Department of National Health and Welfare. 
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mittee on the Costs of Medical Care published the monograph by Dr. Rufus 
Rorem on the Municipal Doctor system, the plan has elicited the attention 
of persons interested in medical economics. Dr. Rorem wrote when the 
system had been in operation for sixteen years, by which time fifty-two 
municipalities had contracts for the services of municipal doctors. In 1948, 
at the peak of its development, 107 municipalities, 59 villages, and 14 towns 
had contracts for either full- or part-time services with 180 doctors. 

The Municipal Doctor system had its origin half a century ago in 
Saskatchewan. In 1914, the Rural Municipality of Sarnia was about to lose 
its physician, and, as an inducement for the doctor to stay, the Rural 
Municipal Council, without legislative authority, offered the doctor an annual 
retainer fee of $1,500. In 1916, the Rural Municipality Act was amended by 
the provincial legislature to grant authority to rural municipal councils to 
levy taxes for this purpose. Following the war, rural areas continued to 
find it difficult to attract doctors, and in 1919, the Act was further revised 
to allow a municipality to pay a doctor a maximum salary of $5,000 in 
return for which he was to provide a general practitioner’s service. From 
1919 to 1925, further amendments were made, extending such authority to 
villages and towns to enter into similar arrangements and to enable parts 
of municipalities or two or more municipalities to co-operate in engaging 
the services of a physician. 

The terms of the contracts varied, but the majority required the 
provision of a general medical service including minor surgery, maternity 
care, and public health work including the inspection and immunization of 
school children. In certain instances, if the physician was qualified, major 
surgery was also provided at an additional cost. In 1939, a major change 
was introduced by the passage of the Municipal and Medical Hospital 
Services Act, permitting a municipality or a group of municipalities to 
provide medical or hospital services by levying either a land tax or a 
personal tax or a combination of the two, with the proviso that such annual 
tax was not to exceed $50 per family. Municipal councils were thus enabled 
to obtain some contribution from non-property owners toward the cost of 
medical services which they received. As attested to by its consistent ex- 
pansion in the number of persons in municipalities and doctors involved, it 
seems reasonable to state that within certain inherent limitations, and the 
special conditions of the rural west, the municipal doctor system was success- 
ful in meeting basic needs. Its chief advantage was that it provided a sub- 
stantial inducement to a doctor to settle in a rural area in which, under the 
normal conditions of private practice, it would have been impossible for 
him to obtain an adequate income. Moreover, it provided for a new medical 
graduate a fairly sure means of rapidly establishing a practice and obtaining 
a definite income. None the less, the system had many shortcomings and, 
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in comparison with prepaid medical care obtainable in urban areas, left 
much to be desired. On the one hand, patients objected to the lack of free 
choice of doctor and to the restriction of benefits, in most cases, to the 
services of the general practitioner only. Doctors objected to the lack of 
right to select their patients, and to the fact that their tenure was, in some 
measure or at least in some instances, at the discretion of a municipal 
council. There have been certain objections to the amount of the salary paid 
and to the fact that many doctors felt a greater obligation always to be on 
call than they would under conditions of private practice. 

In recent years the Municipal Doctor Plan began to be superseded 
in many municipalities by the “(Community Contract” of the doctor-spon- 
sored, Medical Services Incorporated plan, and was ultimately replaced by 
the Saskatchewan Medical Care Programme in July 1962. 

The Municipal Doctor system has also been used in Manitoba and 
Alberta although not on the scale of Saskatchewan. The Health Survey 
Reports of those provinces indicated that, in 1950, there were eighteen 
municipal doctors in Manitoba and four in Alberta. 


VOLUNTARY HEALTH INSURANCE IN CANADA 


Reference having already been made to the beginnings, this section 
examines the four main categories into which voluntary insurance arrange- 
ments may be classified. There is, of course, some overlapping as we elabo- 
rate later on. 


Voluntary Hospital Insurance (The Blue Cross Movement) 


As indicated above, by 1934 there were in Canada 27 hospital-based 
prepayment plans operating in six provinces. There were also fraternal 
societies, lodges and mutual benefit societies that provided reimbursement 
of some part of the hospital bills of their members. It was in Winnipeg that 
the interest of the hospitals was combined with the interests of the com- 
munity to develop the first approved “Blue Cross” plan in Canada. In 1937, 
under the sponsorship of the Central Council of Social Agencies, studies 
were commenced which ended with the passage of a special Act by the 
Manitoba Legislature in 1938. Enrolment began on January 1, 1939 and 
by 1941, 15,000 participants were insured. By the end of 1957, Manitoba 
Blue Cross had enrolled 403,000 participants, which was the highest pro- — 
portion (46 per cent) of the available population of any Blue Cross plan 
in Canada. 
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With the initial success of the Manitoba plan, the Blue Cross move- 
ment in Canada gained momentum, with Ontario starting in 1941, Quebec 
in 1942, and the Maritimes and British Columbia plans in 1943. Alberta’s 
pioneering “Edmonton Plan” was expanded into a Blue Cross Plan. in 
1948, and by 1958, Alberta Blue Cross had reached a total of 185,000 
participants. 

Some differences in the pattern of ownership and organization may 
be noted. The Manitoba plan was, as indicated, the creature of the Council 
of Social Agencies. Its Board membership of 21 indicated its broad com- 
munity base, since seven represented the hospitals and the medical profession, 
and fourteen represented labour, business, rural municipalities, farmers and 
the public generally. 

In Ontario the Blue Cross plan was the wholly-owned subsidiary of 
the Ontario Hospital Association. Unlike Manitoba Blue Cross however, 
which made herculean efforts to enrol rural subscribers, Ontario Blue Cross 
concentrated on commercial and industrial groups, leaving the rural popula- 
tion to the co-operatives. By December 1958, Blue Cross had enrolled 
2,318,018 in its hospital care contract, which represented 39 per cent of the 
population of Ontario. Ontario Blue Cross was thus the sixth largest Blue 
Cross plan in North America. 

The Quebec Blue Cross plan concentrated on urban enrolment in 
employee groups but resembled the Manitoba plan in its broad community 
backing. The British Columbia Blue Cross plan achieved an enrolment of 
110,000 by the end of 1948, or about 15 per cent of the population. It is 
probable that its failure to achieve an enrolment proportionate to that of 
Manitoba and Ontario accounted, in part, for the introduction of the gov- 
ernment-sponsored British Columbia Hospital Insurance Service on January 
1, 1949, at which time the British Columbia Blue Cross plan ceased 
operations. 

The Maritime Blue Cross plan emerged from the pioneering work of 
the previously mentioned Moncton plan, under the sponsorship of the Mari- 
time Hospital Association. It operated under enabling legislation passed in 
Nova Scotia in 1943, in New Brunswick and Prince Edward Island in 
1944, and under Newfoundland legislation passed in 1949. By the end of 
1958, Maritime Blue Cross had achieved an enrolment of 332,000 par- 
ticipants. 

Considering the modest beginnings of voluntary hospital insurance in 
Canada, and the limitations inherent in the voluntary approach,! the Blue 
Cross movement in Canada was extraordinarily successful. And there can 





1See Chapter 18. 
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be no doubt of its contribution to the development of governmental policies | 
respecting national hospital insurance in 1956 and 1957. 


Voluntary Medical Care Insurance 


Under this category, the profession-sponsored medical care plans | 
operating in Canada are examined. 

The first medical care plan introduced in Canada with Medical 
Association endorsement was the Toronto plan, Associated Medical Sery- . 
ices, pioneered by Dr. J. A. Hannah, who received a grant of $5,000 from the | 
Ontario Medical Association and a similar grant from the Ontario Civil | 
Service Association, which enabled him to begin enrolment of the first sub- . 
scribers under a non-profit charter of the Companies Act of Ontario, April | 
WBS 

More closely approaching the future pattern, however, was the plan | 
launched on January 1, 1939, in Windsor, and sponsored by the Windsor | 
Medical Society. The next such plan to be organized was Regina Medical | 
Services, sponsored by the physicians in Regina in 1939. 

In 1940, Medical Services Associated (British Columbia) became the : 
first plan to serve as a province-wide model for the medical profession. 

The other profession-sponsored plans in Canada were developed as § 
follows: 

Manitoba Medical Services, 1942 

Medical Services Incorporated, Saskatoon, 1946 

Physicians Services Incorporated, Ontario, 1947 

Medical Services (Alberta) Incorporated, 1948 

Maritime Medical Care Incorporated, Nova Scotia, 1948. 

The chief characteristics of these plans are as follows: 


(1) They are sponsored by the medical profession and, with the single 
exception of the British Columbia plan, are controlled by the pro-' 
fession through majority representation in the boards of directors. 


(2) They provide service benefits, i.e., the patient receives the services | 
and the doctor submits his bill directly to the plan. With certain | 
exceptions, the patient is usually not involved in the payment of a fee. : 


(3) In a sense, the members of the profession become “underwriters” ” 
since it has sometimes been necessary to “‘pro-rate” their fees when-! 
ever revenue was insufficient to meet the total of accounts received. | 


1Taylor, Malcolm G., The Administration of Health Insurance in Canada, Toronto: } 
Oxford University Press, 1956, p. 43. 
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In addition to these programmes sponsored by the profession, three 
of the Blue Cross plans have provided medical benefits, and the first 
two mentioned continue to do so: 

(a) Quebec Blue Cross Plan 

(b) Maritime Blue Cross Plan 

(c) Ontario Blue Cross Plan 


The provision of medical benefits by the Quebec and Maritime Blue 
Cross plans was approved by the respective provincial medical association 
but was opposed in Ontario. On January 1, 1959, Ontario Blue Cross gave 
its medical plan subscribers the option of transferring to Physicians’ Services 
Incorporated. 
i The growth of the profession-sponsored plans is shown by these data 
for five-year intervals, covering both group and individual contracts for both 
comprehensive and limited contracts:+ 


Year Enrolment 
(000’s) 
CSUR fe ere ee a ee a TO 222 
POD e errr eg ts Sn dial oot ioe aly eke 2,890 
MEDS Ox. ter le ids Fe rete ene laren a tne hemes 4,140 
OSS OS ee 2 Aa ere 0, oe ee ee 4,848 


Co-operative Plans 


The distinction between the medical and hospital “co-ops” and the 
profession-sponsored plans is that under the co-ops, it is the consumers rather 
than the providers of service who control the organization. Reference has 
been made to some of the co-operatives in earlier sections. The history of the 
co-operatives has been one of great variety. Sometimes they have been 
sponsored by co-operatives formed for other purposes such as those under 
the Credit Union Medical Benefit Association in Ontario. In some cases, 
as in Regina, the co-operative plan and the profession-sponsored plan were 
combined to form one new plan. In Ontario the medical co-operatives are 
used as “collectors” for the Ontario Hospital Services Plan in the rural areas 
and the subscribers pay both premiums to the medical co-op. 

At one time, Saskatchewan had a large number of medical co-opera- 
tives but these ran into serious financial difficulties and only one now remains. 
One co-operative medical plan is active in Quebec, the Service de Santé de 


1 Berry, C. H., Voluntary Medical Insurance and Prepayment, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. (Excludes 
duplication of major medical supplementary category.) 

Based on Health Insurance Association, Survey of Voluntary Health Insurance in Canada, 
1950-1960. 
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Québec. At the end of 1961, 138,370 people in Canada were insured through 
co-operatives for medical, and hospital benefits; 55,563 having group and 
$2,807 having individual contracts, representing a marked decline in this type 
of insurance.+ 


Commercial Insurance 


Commercial insurance providing protection against medical and 
hospital costs is provided through two types of companies: (i) the life 
insurance companies and (ii) the casualty insurance companies offering sick- 
ness and accident insurance including hospital, medical and surgical expense 
benefits and, in certain companies, cash benefits for time lost due to sickness. 
In the main, the life insurance companies restrict their sales to groups of 
subscribers, whereas the casualty companies also have extensive coverage of 
individuals. The number of persons insured through commercial insurance 
has increased steadily over the years and by 1961, reached a total of 4,635,000 
Canadians, with 4,130,000 covered under group policies and 505,000 covered 
by individual policies. 

The first distinction between the nature of the insurance protection 
provided by commercial companies and the profession-sponsored plans is 
in the form of the benefits. The commercial companies provide an indemnity 
benefit rather than a service benefit, ie., they undertake to pay the bene- 
ficiary a stipulated amount on the occurrence of a specified contingency such 
as a surgical operation, hospitalization, or attendance by a physician. 

The second distinction is that carriers regard the function of medical 
insurance to be protection against expense which the insured would find 
difficult or impossible to meet himself. Accordingly, they have distinguished 
among medical and surgical care and in-hospital and out-of-hospital services, 
and offer a variety of plans which include only those services against which 
the insured wishes to be protected rather than offering primarily a standard, 
comprehensive policy, as the prepayment plans have tried to do. The insured 
has wide choice as to the degree of protection he may purchase for each type 
of contingency. The range of choice is much wider, of course, in the pur- 
chase of non-group than in group contracts, but even in group contracts the 
range of value of benefits available for selected standard procedures, from 
the highest benefit to the lowest, is between three and four hundred per cent.? 

Although in the negotiation of group contracts, expert advice is likely 
to be available, the individual buyer must be regarded as not sufficiently 
knowledgeable in this area to make a wise selection among the many alterna- 
tive “packages” offered him. 


1JTbid., Chapter 2, Table 2-1, and comments thereto. 
2 Ibid., Chapter 3, Table 3-10. 
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The third difference is a philosophical one, although there are excep- 
tions in practice. Generally speaking, the prepayment plans prefer to estab- 
lish one premium schedule for all groups, regardless of their age or sex 
composition or their morbidity experience. The insurance industry, typically 
adopts the principle that an individual ought not to carry risks that are not 
his own and, in practice, rates the actual claims experience of each group, 
lowering the premiums for those with a low claims rate, and raising to ade- 
quate levels the premiums of those groups with high claims rates. 

Since the prepayment plans are in competition with the insurance 
industry, in many cases they have lost large groups with low risk experience 
because of their adherence to a standard premium. Other prepayment plans 
have adopted the experience-rating device in order to meet this competition, 
although five of eleven plans report that they do not “experience rate” any 
sroup.'. Their argument is that with experience-rating, individuals with 
unfavourable experience may be “unfairly” excluded or high cost groups 
“penalized”. In short, the prepayment plans tend to follow the principles 
of social insurance rather than of commercial insurance. 

The sale of insurance to individuals, with the possibility of an adverse 
selection of risks, has led, understandably, to underwriting techniques to 
protect the company against the hazards of such self-selection. The various 
techniques, which in the past two years appear to be more lenient!y applied, 
include health statements, medical examinations, waiting periods, exclusions, 
age limits, waivers, and carrier cancellation privileges.” 

The only assurance that an individual has that his coverage will 
not be cancelled or specially rated, or that waivers of some benefit will not 
be required, is the non-cancellable guaranteed renewable contract. Of 58 
non-group carriers reporting, 14 had such coverage available in 1961.? 

A recent addition to the insurance protection offered by a number 
of insurance companies is the so-called “major medical expense” contract. 
These are of two kinds: (a) the “comprehensive” which is designed to pro- 
vide full coverage for a complete range of health services, with a maximum, 
usually of $5,000, for any one episode, and other financial limitations, and 
(b) the “supplementary”, which usually has the same maximum, but is 
designed to supplement an existing standard medical and surgical expense 
contract. 

In 1961, 6.6 million persons were reported having either compre- 
hensive major medical expense contracts or having contracts providing 
surgical and medical coverage extending beyond simply in-hospital care.4 





1 bid., Chapter 3. 

2 Ibid., Chapter 3, Tables 3-13 to 3-18. 

3 [bid., Chapter 3. 

“Excludes major medical supplementary. 
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The Commission’s extensive survey of coverage at the end of 1961 
(the latest year for which complete returns were available) indicates the 
numbers insured through commercial insurance companies, by type of 
coverage as shown in the following Table 10-1: 


TABLE 10-1 NUMBER OF PERSONS INSURED BY COMMERCIAL INSURANCE, 
BY TYPE OF COVERAGE AND METHOD OF ENROLMENT, CANADA, 1961 


cee 











Type of Coverage 





Enrolment Major Major 
Compre- Medical Medical 
Limited* hensive** Compre- Supple- Totalt 
hensive mentary 
*000 000 000 000 °000 
Group Enrolment.......... 1292775 1,059.8 NA HESS) 963.7 4,130.6 
Individual Enrolment.... IB Soe) 209.9 60.1 126 505.9 


*Limited includes surgical only, medical only, and surgical and medical in-hospital only. 
** Comprehensive includes medical and surgical services in office, hospital or home. 
tExcludes Major Medical supplementary. 


SourcE: Berry, C. H., Voluntary Medical Insurance and Prepayment, a study prepared 
for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2, 
Table 2-1. 


Parallel to the development of voluntary plans and experiments, 
sometimes preceding and sometimes following, were various provincial 
experiments in the provision of health insurance, included both hospital 
and medical care insurance as well as prescription drugs. These experi- 
ments culminated in the development of public hospital insurance first in 
Saskatchewan and then in British Columbia. In Saskatchewan, a province 
in which no Blue Cross Plan had been organized, a Hospital Service Plan 
was introduced in 1947. In 1949, this was followed by the Hospital Insur- 
ance Service of British Columbia where Blue Cross had succeeded in 
enrolling only about 15 per cent of the population. Ultimately these 
developments led to the passage of the Hospital Insurance and Diagnostic 
Services Act in 1957 whereby both the federal and provincial govern- 
ments participated in the provision of public hospital insurance. In the 
field of medical care insurance, Saskatchewan introduced a “medicare” 
programme in 1962 and this was followed by the Alberta Medical Plan in 
1963. We now turn to a review of government activities in the health 
insurance field. 
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PUBLIC HEALTH INSURANCE IN CANADA 


Although all provincial governments historically have become con- 
cerned with the economic problem of providing health care, particularly 
to people in need, it was in the western provinces that the health insurance 
issue became of major importance. 


Health Insurance in British Columbia 


No other legislative body in Canada has had the issue of health 
insurance before it so frequently and consistently over such a long period 
of time as has the Legislature of British Columbia. It is almost forty-five 
years since the first Royal Commission to investigate health insurance was 
appointed, a second commission was appointed thirty-five years ago, for 
the last twenty-five years there has been an inoperative health insurance 
law on the statutes, and 15 years ago British Columbia became the second 
province of Canada to launch a province-wide hospital services plan. 

The first Commission was appointed on November 19, 1919 but 
no action was taken on its Report. In 1922 a member of the opposition 
proposed that a committee be appointed to bring in a Health Insurance 
Bill before the close of the session. Interestingly, Premier Oliver opposed 
this motion, pointing out that there was still a good deal of confusion as 
to whether the Dominion or the Provincial government was responsible for 
health insurance. Accordingly, the legislature passed a resolution that “this 
house urge upon the Government of Canada to give early consideration to 
legislation providing for an adequate system of insurance against sickness”. 

This resolution effectively limited the discussion of health insurance 
in the legislature until 1927. In that year, however, a new campaign began 
which was not to reach its climax until ten years later. Efforts in that 
session, in the 1928 session, and repeated in the 1929 session finally brought 
about the appointment in March 1929, of a British Columbia Royal Com- 
mission to report on the matter of health insurance. The Commission’s 
Report was submitted in 1932. Its chief recommendation was compulsory 
health insurance for all employed persons in receipt of an annual income 
up to $2,400 and voluntary admission to the scheme of other persons who 
wished to enter, with the system financed either wholly by contributions 
from employees or on a state-employer-aid basis. Benefits were to include 
medical services, drugs and appliances, hospitalization and at an early date, 
a dental benefit. 

After lengthy discussions, a Health Insurance Commission was 
appointed and negotiations with the medical association begun. A draft 
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bill was finally completed and passed. Although the proposal was approved 
both in an election and in a special plebiscite, the issue proved to be more 
highly controversial than expected. 

Because of strong opposition, it was stopped 9 days before it was 
to go into effect (February 9, 1937). 

The next developments in medical care insurance in British Columbia 
were the introduction of the doctor-sponsored “M.S.A.” in 1938, and the 
introduction of the provincial Hospital Insurance Programme in 1949, dis- 
cussed below. ) 


Health Insurance in Alberta 


The first legislative inquiry in Alberta took place in 1928 with the 
report being submitted at the legislative session in 1929. While commending 
the municipal doctor system operating in some municipalities, the report 
felt that it would probably be better to improve public health services. 
The next move was a unanimous resolution of the legislature in 1932 
calling for an investigation into state medicine. An interim report favourable 
to prepaid health insurance was submitted in 1932 and a final report in 
1934. The 1934 report recommended the rapid expansion of public health 
services and grants to municipalities for municipal physicians as a first step 
and, as an ultimate step, the development of a province-wide health insurance - 
plan to be administered on a decentralized basis using local health regions 
as the administrative units. Although the depressed economy obviously 
counselled slow development, the ultimate statement of the Commission 
was that “it is the opinion of your Commission that adequate medical 
services will never be available to all people of Alberta until income earners, 
through a system of compulsory contributions contribute a monthly sum 
sufficient to provide adequate medical services to all the people of the 
province”. At the session of the legislature in the spring of 1935, a compre- 
hensive health insurance bill was passed, but never promulgated. In 1944, 
Alberta introduced a programme of Maternity Hospital Care, financed 
wholly from provincial general revenues. In 1949, Alberta legislation pro- 
vided for subsidy of municipal hospital care programmes.* 

Alberta has had four medical care insurance acts placed upon its 
statutes. One of these was passed in 1935, but not proclaimed. The second 
was passed in 1942, and the third in 1946. The 1946 Act did not come into 
effect and the 1942 Act was repealed in 1953. The present Act was pro- 
claimed in 1963. 





1See p. 409. 
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The present Alberta Medical Plan came into force in 1963 with an 
amendment to The Treatment Services Act which allowed the Minister of 
Health to: 


“ ..enter into agreements with Medical Services (Alberta) Incorporated 
or any insurance corporation whose basic program of prepaid medical 
services or medical services insurance has been approved by the Govern- 
ment and the College of Physicians and Surgeons of the Province of 
Alberta to make available prepaid medical services or medical services 
insurance with comprehensive benefits to those eligible residents who 
desire it and need assistance to purchase the contracts provided by that 
corporation and to provide a specified dollar subsidy in respect of those 
residents who need assistance on the condition that the cost of the pre- 
payment premium or insurance to those residents is reduced by the 
amount of the subsidy, .. .”.1 


The Plan differs from all earlier proposals in that it is simply a 
system of government subsidy to those individuals who wish to be insured 
but whose incomes are determined to be so low as to make it difficult or 
impossible to pay the premium rates of the medical-sponsored prepayment 
plan or of commercial insurance companies. 

Subsidies of two amounts have been established for two different 
income levels: 

(1) of the premium for those whose taxable incomes are below the 
income tax exemption level, and 

(2) of the premium for those whose incomes are so low that they have 
taxable income of less than $500. 


The maximum annual premium for the standard contract has been set 
at $63.00 for individuals, $126.00 for families of two and $159.00 for fami- 
lies of three or more. This is the highest premium in Canada and compares 
with $51.00 for individuals and $138.00 for families for the most comprehen- 
sive plan in Canada, Manitoba Medical Services.2 At the end of 1963, some 
628,290 of Alberta’s estimated population of 1,398,000 were insured.? 


Health Insurance in Saskatchewan 


Reference has been made to the development of the Union Hospital 
System and the Municipal Doctor System in Saskatchewan. Despite the 
rate of growth of these municipal plans, there was almost constant repre- 
sentation from the Saskatchewan Urban Municipalities Association and the 


1 Alberta Medical Plan, Bill 31, Amendment to The Treatment Services Act, Sth Session, 
14th Legislature, Alberta, 11 Elizabeth Il, Edmonton, Queen’s Printer, 1963. 

2The Manitoba Medical Services premium is for non-group contracts. The group plan 
is experience-rated and the premium is lower. 

8The Alberta plan became effective on October 1, 1963. On July 1, 609,000 persons 
registered for the plan. At the end of September 1963, M.S.A.I. was carrying 611,000 persons. 
Information obtained from Trans Canada Medical Plans. 
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Saskatchewan Association of Rural Municipalities to have the provincial 
government adopt a province-wide programme. These were especially 
strong during the 1930’s when a substantial proportion of all physicians in 
Saskatchewan was in receipt of provincial government assistance. By 1942, 
the Saskatchewan Medical Association itself went on record as indicating 
that it was “in favour of state aided health insurance on a reasonable fee- 
for-service-rendered basis”. Finally, in 1943, the provincial government 
established a Select Special Committee on Social Security and Health 
Services, which held public hearings. It indicated in its final report that 
representations before it had advocated two different methods of financing 
health services: 


(1) “A system of state medicine financed from taxation and in which 
members of the medical profession would be civil servants with their 
salaries paid by the state;” 


(2) “A system of health insurance financed by contributions, doctors 
being paid by fee-for-service, by capitation, or by salary.” 


The decision between these, said the Committee, would undoubtedly 
be made by the federal legislation then in the process of consideration by the 
House of Commons Select Committee. It advocated the establishment of a 
Commission whose duty it would be to introduce a health insurance pro- 
gramme as proposed by the federal government. 

A bill was passed incorporating these recommendations and received’ 
Royal Assent on April 1, 1944, during the dying days of the last session of 
the Ninth Legislature. 

This Act was not proclaimed but was replaced by a Health Services 
Act passed at the 1945 session, the major section of which provided for a 
comprehensive range of health services for recipients of public assistance. 
In 1946, the Hospitalization Act was passed, launching Canada’s first pro- 
vincially sponsored hospital insurance programme.* 

A beginning was made in 1948, with a public medical care service 
in the Swift Current Health Region. This plan was financed by a combination 
of personal and property taxes, supported by provincial government grants. 
While it continued to function in the Swift Current Health Region, the plan 
failed to win acceptance in other Health Regions of the province until it was | 
superseded by the province-wide programme in 1962. 

In 1960, the Saskatchewan Government appointed the Planning | 
Committee on Medical Care representing professions, public and govern- » 
ment. Following submission of its interim report in September, 1961, the: 
Saskatchewan Medical Care Insurance Act was passed November 17, 1961, , 
and scheduled to go into force on July 1, 1962. Because of disagreement | 





1See Chapter 10. 
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between the Medical Care Commission and the College of Physicians and 
Surgeons, the programme did not become fully operative until after the 
Saskatoon Agreement was reached on July 23, 1962. 

The “Medicare” programme, as it is called, provides for a full 
range of medical and surgical services, both in and out of hospital. General 
administration is directed by the Medical Care Insurance Commission. 
Payment of premiums is compulsory, but individuals and family heads may 
elect to enrol, at a higher premium, through either of the physician-spon- 
sored prepayment plans or an agency sponsored by a number of insurance 
companies. These three agencies receive accounts from physicians on 
behalf of their subscribers, forward them to the Medical Care Insurance 
Commission, are paid by the Commission, and, in turn, pay the physician. 

For all other insured persons, accounts are sent directly to the 
Commission either by the physician for payment or by a patient for 
reimbursement. 

A physician may, if he wishes, practise outside the programme, and 
receive payment only from patients directly who are then reimbursed by 
the Commission. 

At the end of the first year’s operations, this Commission was 
fortunate to obtain statistics on utilization and costs of the Saskatchewan 
experience. These have been analysed in a study prepared for us.1 


Health Insurance in Manitoba 


Public debate over health insurance in Manitoba has never reached 
the proportions that it commanded in British Columbia, Alberta or Saskatch- 
ewan. As in other provinces, however, the problems faced by people in 
paying their hospital bills and by doctors in obtaining remuneration dur- 
ing the depression prompted establishment of a legislative committee in 
1931 which presented its report to the session in 1932. It recommended 
simply that public health services should be extended, that assistance 
should be given to the municipal doctor plans and that a second com- 
mission should be appointed to investigate the feasibility of health insurance 
in the urban areas. The second commission was never appointed. 

In 1945, as a result, in part no doubt, of the wide-spread publicity 
given to the House of Commons Hearings 1943 and 1944, the legislature 
passed the Health Services Act. It is interesting to note the priorities 
attached to the development of health services in that Act. The principles 
underlying the legislation were: 


(1) the establishment of a province-wide preventive health service 
based on full-time local health units; 





* Berry, C. H., op. cit. 
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(2) the establishment of diagnostic centres in hospitals both rural 
and urban and the provision of necessary diagnostic tests 
required by any patient free of charge; 

(3) the provision of a general practitioner’s service on a prepaid 
basis; 

(4) the establishment of adequate hospital facilities and hospital 
insurance based on a province-wide system of hospital areas. 


Beginning in 1946, Manitoba introduced free diagnostic out-patient 
services in a number of rural health units, but no other aspect of the pro- 
gramme was adopted until the national Hospital Insurance Programme in 
1958, for which special legislation was passed. 


Health Insurance in Ontario 


In a survey of provincial government activity in the field of health 
insurance, one cannot help but note the existence of a geographic pattern of © 
interest. 

With but one exception, until as recently as 1955, action and, there- 
fore, apparently, interest declined as one moved from the western provinces | 
to eastward. Before 1955, the record of governmental interest in the provision | 
of hospital and medical care insurance in Ontario is almost negligible. There : 
had been no legislative committees, no royal commissions, and at no time was | 
there any legislation on the statutes relating to health insurance for the : 
general population. 

However, in 1935, Ontario introduced a public medical care pro- - 
gramme providing services of physicians in the home or in the office for : 
recipients of public assistance and this, in fact, established a pattern which | 
has been followed by the four western provinces and, in part, by Nova | 
Scotia, in the provision of medical care for the indigent. 

Ontario is more important for developments in the inter-war years : 
in the field of voluntary medical and hospital care insurance, noted above. . 
Currently however, there is a bill under consideration, respecting Medical | 
Services Insurance, to make medical services insurance available to every ! 
resident and his dependents, without regard to age, physical or mental} 
infirmity, financial means or occupation. Briefs are being presented to the! 
Medical Services Insurance Enquiry.* 


Health Insurance in Quebec 


Until recently, there was also very little interest in health insurance: 
in the legislature of Quebec. In 1942, a Commission was appointed to inquire: 


1 Bill 163, 4th Session, 26th Legislature, Ontario, 11-12 Elizabeth HI, 1962-63, An Act' 
respecting Medical Services Insurance, Toronto: Queen's Printer. 
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into the hospitals of the province and in its report it recommended introduc- 
tion of universal health insurance, to be financed by a threefold contribution 
by the government, the employer, and the insured. In 1943, an Act to 
constitute a Health Insurance Commission was passed and it submitted its 
first report in 1944 on the subject “The Question of Nurseries and Child 
Protection’. 

With a change of government in 1945, the Health Insurance Com- 
mission was abolished. 


Health Insurance in the Maritime Provinces 


The Maritime Provinces complete the earlier picture of declining 
interest in governmental action in health insurance as one moves from West 
to East. There were important developments in voluntary insurance, as out- 
lined above, but government action was concentrated in vigorous public 
health programmes and hospital construction. 


Health Insurance in Newfoundland 


Long before Newfoundland joined in Confederation, the province 
had entered into arrangements for part-time services of medical practitioners 
in certain areas. The Cottage Hospital and Medical Care Plan extended these 
arrangements to cover in-patient and out-patient hospital and medical care 
as well as domiciliary services by the physician. This plan which originated in 
1935, was modified by the introduction in 1958 of the Hospital Insurance and 
Diagnostic Services Act. The same applies to the hospital plan for children 
under 16 years of age which began in 1957, and in the following year was 
extended to cover medical care in hospital. 


Health Insurance and the Federal Government 


The interest of the Federal Government in the issue of health insur- 
ance is a comparatively recent one, no thorough attention having been given 
before the 1940’s. The issue has come, of course, before the attention of 
the House of Commons on a number of occasions. 

The first recorded official action was taken in 1928 when a motion 
was adopted that the Standing Committee on Industrial and International 
Relations be authorized to investigate a report on insurance against unem- 
ployment, sickness, and disability. 

The following year, the Committee presented a report and recom- 
mended that the Department of Pensions and National Health be requested 
to initiate a comprehensive survey of the field of public health with special 
reference to a national health programme. No further action was taken until 
- 1935, when The Employment and Social Insurance Act, passed on June 28, 
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authorized the Administrative Commission established by the Act to assemble 
information concerning any scheme on a collective or co-operative basis by 
means of insurance or otherwise, for 
“(i) medical, dental and surgical care, including medicines, drugs, ap- 
pliances, or hospitalization, or 
“(ii) compensation for loss of earnings arising out of ill-health, accident or 
disease’. 


Under another section of the Act, the Commission was authorized 
“from time to time (to) submit to the Governor in Council proposals for 
co-operation by the Dominion in providing any of the benefits enumerated 
_.. for such action the Governor in Council is authorized to take, . . .”.1 This 
Act was declared unconstitutional by the Supreme Court and the Privy 
Council in 1937. 

The next action by the Federal Government in the field was in- 
corporated as part of the work of the Royal Commission on Dominion- 
Provincial Relations which presented its Report in 1939. On the issue of 
health insurance, there is some doubt as to the precise intent of the Com- 
mission. It recommended that the provinces should accept responsibility for 
public health “field” activities, the provision of institutional care, and policy 
as to the method (e.g., whether by health insurance or by state medicine) 
and state hospitalization) of providing state medical services (including | 
dental, nursing, and hospitalization) for indigent or low-income groups. It 
suggested, however, “that the Dominion might be in a better position to | 
collect the fees for health insurance, especially if there should be a Dominion | 
scheme of compulsory unemployment insurance or contributory old-age : 
pensions”. 

Following this Report, the Minister of Pensions and National Health | 
discussed the matter at the regular annual meeting of the Dominion Council! 
of Health in 1941 and the “members expressed themselves as being sym-- 
pathetic to the formulation of a plan of health insurance which would! 
comprise preventive medicine and medical care”. The next step was the: 
appointment of advisory committees to assist the Director of Public Health: 
Services in the Department of Pensions and National Health to discuss and} 
develop proposals for health insurance to be submitted to the Cabinet. The; 
Canadian Medical Association appointed a committee which was not only; 
instrumental in advising the Department officials, but which also had ani 
influence in the announcement by the Canadian Medical Association of its: 
policy regarding health insurance on January 19, 1943: 


(i) The Canadian Medical Association approves the adoption of the: 
principle of health insurance; 


1 Statutes of Canada, 25-26 George V, Chapter 38, Part IV pp. 40 and 41, 1935.. 
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(ii) the Canadian Medical Association favours a plan of health insurance 
which will procure the development and provision of the highest 
standards of health services, preventive and curative, if such a plan 
be fair to the insured and to all those rendering the services. 


In order to deal with the vast amount of material coming from 14 
different advisory committees, the Minister appointed the Advisory Com- 
mittee on Health Insurance. It was instructed “to study all factual data 
relating to health insurance and report thereon to the Minister of Pensions 
and National Health”. 

When the House of Commons met on January 28, 1943, the Govern- 
ment announced the appointment of a Select Committee on Social Security 
and to it was transmitted the Report of the Advisory Committee on Health 
Insurance. 

To resolve the constitutional issue of provincial responsibility for 
health, the National Health Insurance Programme recommended by the 
Committee was to be achieved by the enactment of a Dominion Statute 
which would provide grants-in-aid to provinces enacting health insurance 
measures along the lines suggested in a model provincial bill. In addition 
to the insurance programme, the province would be required to agree to 
undertake a general public health programme approved by the Dominion 
Government and toward which a further grant-in-aid would also be given. 

The benefits were most comprehensive, comprising prevention of 
disease including medical and nursing services, hospitalization, pharmaceu- 
tical and limited dental care. There was no provision for cash benefits. The 
bill also provided for a complex method of determining tax liability and 
the collection of the tax.} 

These proposals and the draft bills were then considered by the 
House of Commons Special Committee on Social Security. At no previous 
time in Canada’s history had the question of health insurance elicited such 
response. A total of 117 witnesses representing 32 groups appeared before 
the Special Committee on Social Security and on July 23, 1943, following 
weeks of hearings, the Special Committee reported to the House of Com- 
mons that “the Committee approved the general principles of health insurance 
put forth in a health insurance bill respecting public health, health insurance, 
the prevention of disease and other matters related thereto”. 

Hearings were again held in 1944 and the draft bill was given 
additional scrutiny in the intervening period. As a result, a number of major 
_ changes were made in the proposal for the establishment of the health insur- 
ance fund. 





1 Health Insurance, Report of the Advisory Committee on Health Insurance Appointed 
by Order in Council P.C. 836 dated February 5, 1942, Ottawa: King’s Printer, 1943, p. 3. 
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In order to obtain the views of provincial representatives on the 
revised proposals, a Conference of Dominion and Provincial Ministers 
and Deputy Ministers of Health was held in Ottawa in May, 1944. 

The House of Commons Select Committee gave the bill further 
consideration, and on July 28, 1944, presented its Third Report to the 
House of Commons. It recommended that the bill be referred to a Dominion- 
Provincial Conference. 

With the approach of the end of the war, the attention of the Cana- 
dian Government was directed to far reaching measures, of which health 
insurance was but one. Accordingly, the Federal Government called in 
August 1945 a Dominion-Provincial Conference on Reconstruction and to it 
submitted a wide range of proposals whose objectives should be “high and 
stable employment and income, and a greater sense of public responsibility 
for individual and economic security and welfare”. The health insurance 
proposals had been substantially altered, the chief difference being the 
removal of most of the provisions of the draft bill to be passed by the prov- 
inces and the removal of the specific proposals for financing. The result 
was a much more flexible proposal for provincial acceptance. 

The Canadian Government made four specific proposals: 

(1) A grant for planning and organization. 
(2) Proposals for health insurance. 

(a) The provinces were to adopt health insurance in two stages. The 
first stage was to include a general practitioner service, hospital 
care, and a visiting nurse service. The second and later stages 
included other medical services (consultant, specialist, and sur- 
gical), other nursing services, (including private duty), dental 
care, pharmaceutical services, and laboratory services. 


Among the most interesting changes was the proposal for federal 

financial sharing. 

(b) The Federal Government estimated that the total cost of all 
services would be $21.60 per capita. It proposed to contribute to 
the cost of each benefit under the Health Insurance Plan as it 
was brought into effect in each province (i) a basic grant of 
one-fifth of the estimated cost of each service and (ii) one-half 
additional actual cost incurred by each province in providing 
each benefit up to a stated maximum which would reach $12.96 
per person when the complete programme was in operation. 
This meant, in effect, an offer of 60 per cent of the estimated 
cost of each service if the actual cost coincided with the esti- 
mate. If the actual cost exceeded the estimated cost which in 
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(3) 


(4) 


the post-war period of rising prices it was bound to do, then 
the federal contribution would have been less than 60 per cent.? 


Public health grants. 
These were health grants for specified public health purposes. 


Financial assistance for hospital construction in the form of low- 
interest loans to the provinces. 


Because of the importance for the Commission’s considerations of 


Dominion-Provincial relations, it might be worth while to stress here the 
changes in these proposals from those which had been so laboriously pre- 
pared in the first instance. These were: 


(1) 


(2) 


(3) 


(4) 


(5) 


Abandonment of the principle that the provinces could qualify for 
Federal assistance only by introduction of a comprehensive health 
insurance programme along the lines prescribed by the Federal 
Government, and acceptance instead of the principle that a province 
would qualify for federal assistance by introducing health insur- 
rance services by gradual stages. 


An abandonment of participation by the Federal Government in 
the procedure of collection of contributions. 


An abandonment by the Federal Government of its former pre- 
scription of details of administration as outlined in the suggested 
model bill. Provinces were to be completely free to decide the form 
of administration. 


By removing the stipulation that the public health grants were to be 
conditional upon the acceptance by the province of a programme of 
health insurance, the Federal Government recognized its responsi- 
bility for a financial contribution for improved health standards 
without reference to the issue of whether a EveruNe, must introduce 
a health insurance programme. 

The proposal to make loans available for hospital construction was 
also an indication of recognition by the Federal Government of 
the inadequacy of the existing facilities to meet health needs once 
the economic barrier to effective demand for care should be removed. 


These proposals were submitted to a Dominion-Provincial Conference 


which met in August 1945 and reconvened in April 1946. Unfortunately, the 
central theme of the Conference became not that of reconstruction so much 


1For example, if the programme had gone into effect, say, in 1946, then Saskatchewan’s 
Hospital Insurance Plan would have qualified in 1947. The Federal Government estimated cost 
of hospital care was $6 per capita. Saskatchewan’s actual cost was approximately $9 per capita. 
The Federal Government contribution would have been 60 per cent of $6, or $3.60, and thus 
40 per cent of the total. 
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as the financial arrangement concerning fields of taxation to be “rented” to 
the Federal Government in return for subventions to the provinces. Failure 
to arrive at agreement on these financial terms, therefore, precluded the 
adoption of any of the proposals of the Federal Government and, as an con- 
sequence, extensive action by the Federal Government in the field of health 
services was postponed until 1948 when the health grants programme was 
introduced. 


NATIONAL HEALTH GRANTS PROGRAMME, 1948 


Conditional grants-in-aid are a favoured device in federal systems. 
The philosophy underlying conditional grants-in-aid rests on two under- 
pinnings: 

(1) The allocation of revenues in a federal system decided upon at the 
Constitution-forming period may be inadequate to finance activities 
as they expand under changing conditions. It is apparent in the 
Canadian system that the expansion of services under provincial 
jurisdiction—education, health, welfare, and highways, particularly— 
have exceeded the capacity of the provinces to finance them from 
their constitutionally assigned revenue sources. 


(2) Even if some provinces are able to undertake all of the services 
constitutionally assigned to them, there is a wide disparity among 
the respective abilities of the provinces to undertake all the services. 
The conditional grant-in-aid, therefore, is an attempt to overcome 
the inequities between provinces by enabling all of them to meet 
what is termed “a national minimum standard”. 


It is for this reason that some conditional grants programmes may 
contain formulas that compensate for these inequities. For example, 50 per 
cent of the tuberculosis control grant is apportioned among the provinces 
on a strict per capita basis and the other half is apportioned in accordance 
with the tuberculosis mortality rates. The grant for maternal and child 
health is also distributed one-half on the basis of population and the other 
half on the basis of maternal and infant mortality rates. 

It will be recognized that these provisions in the formula take 
account of health needs, but not fiscal needs. In Canada, the conditional 
grants have traditionally not been concerned with the difference in fiscal 
needs. The equalizing function of federal assistance has been incorporated 
in the Tax Agreements. 

In 1948 the Government decided that, notwithstanding the failure 
to obtain agreement on health insurance, it would be highly desirable to 
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introduce the health grants to provide firmer foundations on which the 
edifice of health insurance might later be erected. Accordingly, on May 14, 
1948, the Government introduced the National Health Grants legislation. 

There were some changes from the original proposals in sabi and 
the following pattern emerged: 


(1) A health survey grant for the purpose of “assisting the provinces in 
setting up the machinery which would be necessary to insure the 
most effective use of the other health grants and in planning the 
extension of hospital accommodation and the proper organization of 
hospital and medical care insurance”. 


(2) Grants-in-aid of existing programmes 
(a) Public Health Grant .... $8,097,000 
(b) Tuberculosis Control .... 4,678,000 


(oe. Mental. Health \..2....2.. 7,405,000 
(d) Venereal Disease .......... 523,000 (a matching grant) 
(ce) Crippled Children .......... 520,000 
CS RG es eee ere 3,606,000 (a matching grant) 
(g) Laboratory and Radiological 

BEEVICES £55. aul cnuraacas 6,546,000 (a matching grant 


if used for services, 
but a non-matching 
grant for equipment 
and personnel ) 

(h) Medical Rehabilitation 999,000 

(1) Child and Maternal 


TPC AA ieee, ah i ok 1,916,000 
(3) A grant-in-aid of professional 
BE 2 IR aol cme Se rca cite ses 623,000 
(4) A grant-in-aid of hospital 
CONSITUCHON! idee 17,918,000 (also a matching grant) 


PUBLIC HOSPITAL INSURANCE 


Maternity Hospital Care in Alberta, 1944 


The first government-sponsored hospital care programme in Canada 
was the programme introduced by the Alberta government in 1944 offer- 
ing “free” hospital care benefits up to a maximum of 12 days, for all 
expectant mothers and their new-born babies in Alberta, provided the mother 
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was a bona fide resident of the Province and had actually resided in the Proy- 
ince in twelve consecutive, of the preceding 24 months.’ Benefits included all 
the services of the hospital at the standard ward level necessary for a mater- 
nity patient and the new-born infant for a maximum period of twelve days. 
Services could be received in approved hospitals and nursing homes or a 
cash grant could be paid to the mother whose baby was born at home. In 
the year following the programme, 96 per cent of all babies born in Alberta 
were delivered in hospitals. In 1958, the programme was HiSfavAioe into 
the general hospital care programme. 


Social Assistance Hospital Care in Saskatchewan, I 945 


The second partial step to provide hospital services by a provincial 
government was the introduction in 1945 of a comprehensive programme 
of health services, including hospital, dental, medical, and pharmaceutical 
benefits for all persons in receipt of old age pensions, mothers allowances, 
and general relief. Approximately 30,000 citizens were thus entitled to free 
hospital care on presentation of their “insurance” card. The importance of 
this programme is indicated by the fact that in 1961, although those entitled 
to services represented only 4.5 per cent of the population, they received 
13.4 per cent of all days of hospital care. 


Saskatchewan Hospital Services Plan 


It will be recalled that public interest in health insurance in Saskatch- 
ewan had resulted in 1943 in the establishment of the Select Committee 
of the Legislature under the Liberal Administration and that this interest 
had continued unabated. 

A second Royal Commission was appointed in 1944. It recom- 
mended, among other things, the development of a programme of hospital 
insurance. Preliminary planning progressed through 1945 and 1946 in 
co-operation with the Saskatchewan Hospital Association, on the one hand, 
in arranging for the hospital benefits and with the Saskatchewan Associa- 
tion of Municipalities, on the other, in arranging for the tax collecting 
mechanism. The Saskatchewan Hospitalization Act was passed in 1946 
and the plan began operation in 1947. It was modelled along the lines of 
a Blue Cross plan except that it was compulsory. The original premium 
schedule was $5 a year for each member of the family to a maximum of 
$30. The tax for the coming year was payable during the period Septem- 
ber 1 to November 30 at any municipal office. Municipalities received a 
commission of 5 per cent for collection of the tax. The provincial govern- 





1Department of National Health and Welfare, Selected Public Hospital and Medical 
Plans in Canada, Ottawa: Queen’s Printer, July 1955. 
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ment continued payment into the hospitalization fund of equivalent amounts 
for each of three programmes that it had financed prior to the introduction 
of the plan, namely, hospital care for recipients of public assistance, hos- 
pital care for all cancer patients, and approximately $1 million in the form 
of hospital per diem grants. 

Since there had been no Blue Cross plan in Saskatchewan, it was 
necessary to work out policies and procedures that would be applicable 
in this new situation. The task was complicated by the fact that the bulk 
of the Saskatchewan hospitals was small, that there were serious personnel 
shortages, and that the population was widely scattered. 

Among the new methods and procedures developed for the hospital 
plan were the following: 


(1) A system of municipal tax collection that, in view of all previous 
history with poll taxes, was remarkably efficient. Each year the hos- 
pital plan was able to have insured approximately 97 per cent of 
the total population. 


(2) The plan put into operation for the first year, the hospital payment 
system known as the “units of Credit” system proposed by the then 
Secretary of the Canadian Hospital Association, Dr. Harvey Agnew. 
Unfortunately, the plan was not as workable in practice as it was 
attractive in theory and had to be abandoned at the end of the first 
year. Eventually, the Saskatchewan Hospital Plan introduced the 
“fixed plus variable costs” formula for paying hospitals which has 
been adopted by British Columbia and Manitoba since. 


(3) Saskatchewan Hospital Services Plan brought its hospital consulting 
services to a high stage of expertise and the personnel in the hospitals 
standards division have been used very extensively by the hospitals in 
raising their standards. 


(4) The hospital services plan encouraged the development of a strong 
hospital association and recommended that hospitals include a higher 
fee for membership in the Saskatchewan Hospital Association in order 
to permit the establishment of a permanent hospital association. 
secretariat. 


(5) The Saskatchewan plan was administered, from 1947 to 1950 by a 
Health Services Planning Commission, of which the Chairman was. 
the only full-time commissioner. Two of the other four commissioners. 
were Directors of Divisions with the Commission and the other two: 
were the Deputy Minister of Health and the Deputy Provincial 
Treasurer. In 1950, administrative responsibility was transferred to: 
the Department of Public Health assisted by the Health Services 
Planning Commission which was broadened to include five members. 
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of the public, five members from the health professions, and with a 
reduction from five to two in the membership representing the 
government. 


The Saskatchewan Hospital Services Plan was faced, like all other 
prepayment plans, with rising costs and it became necessary in 1948 to 
supplement the premium system of revenue collecting with an increase in 
the sales tax. From 1936 to 1947, the retail sales tax had been 2 per cent. In 
1948, the government raised the amount to 3 per cent and allocated the 
revenue from the 1 per cent increase to the Saskatchewan Hospital Services 
Plan. 

The Saskatchewan Hospital Plan served as a testing ground for the 
solution of many problems associated with universal coverage and admin- 
istration by a government body. In 1948, when British Columbia and 
Alberta were considering the introduction of their programmes, and again, 
from 1956 to 1960, when other provinces were preparing to accept the 
terms of the National Hospital Insurance Act, all the provinces sent delega- 
tions to study the Saskatchewan organization and procedures. 


British Columbia Hospital Insurance Service 


Although, as indicated earlier, British Columbia had a Blue Cross 
plan, it had not succeeded in enrolling a significant proportion of the popu- 
lation. Accordingly, in 1948, the British Columbia government introduced 
a Hospital Insurance Act, with the benefits very similar to those of the 
Saskatchewan plan but with a different system of taxation and tax collection. 

Whereas the original premium structure of the Saskatchewan plan 
had increased the premium as the size of family increased, the British 
Columbia plan put a heavy premium on single persons, a reduced premium 
for the spouse in two-member families, and no increase whatever in the 
premium for any children in the family. The orginal tax was $21 for a 
single person and $33 for a family of two or more. Taxes were payable 
by payroll deduction if the employer volunteered to make deductions for 
this purpose. Only a small number of employers undertook the responsibility 
for this method. All other persons paid their tax through 61 district offices 
scattered throughout the province. At the end of the first year collections 
were 30 per cent below the anticipated revenue. It was decided to make 
payroll deduction compulsory and this did have the effect of increasing 
revenues substantially. 

Dissatisfaction with the collection record and criticisms of the 
methods of administration led to the appointment of a Legislative Inquiry 
Committee and this Board proposed major changes. With some changes 
in the premium structure, and collection methods, there was some improve- 
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ment but, finally, on April 1, 1954, the premium system of tax collection 
was abolished and the Government announced an increase from 3 to 5 
per cent in the retail sales tax, the additional revenues being obviously 
allocated to, but not specifically ear-marked for, the hospital insurance 
programme. 

With the switch to sales tax financing, most of the problems that 
had faced the administration of the hospital plan disappeared. There still 
remained, of course, the problems of relationships between the hospital plan 
and the hospitals, which centred mainly on questions of meeting the costs 
of rising utilization and rising standards. 

The British Columbia plan had been administered, from the begin- 
ning, by a single executive, called the Commissioner, responsible directly 
to the Minister of Health. In 1959, the title was changed to Deputy Minister 
of Hospital Insurance. 


Alberta Hospital Services Plan 


The Alberta Hospital Services Plan was launched in June 1949, 
and, unlike that of Saskatchewan, was based on the existing municipal 
hospital insurance programmes administered by municipal councils. The 
Saskatchewan and British Columbia hospital plans had included as benefits 
all of the required services of a hospital and had made no distinction 
between the basic services of room, board, basic nursing care, dressings 
etc., and what had come to be called in most hospitals (and in most of the 
Blue Cross programmes) the “special services” or “extras” of operating 
room, delivery room, drugs, anaesthesia, radiological and laboratory services. 
The Alberta proposal made the distinction used by Blue Cross plans and, 
in its original version the programme included only the basic benefits 
and not the “special services”. 

The financial proposal of the provincial government was to establish 
for each of five categories of hospitals a standard ward rate. It undertook 
to pay to the municipality of residence of the insured person one-half of 
that cost, with the municipality paying the balance of the cost from municipal 
tax sources. 

In 1953, the Province authorized, at a municipality’s option, the 
adding of the second tier of benefits to the basic plan to cover the costs 
of what became officially called “Special Services”. 

Another basic feature of the traditional municipal hospital plans 
was retained, that of the payment of a $1 a day “deductible”, by every 
patient for each day of care. When a municipality added the special services 
benefit, the deductible was increased to $2 a day. 

From 1949 to 1958, therefore, when the Alberta government accepted 
the terms and conditions of the National Hospital Insurance Act, hospital 
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care in Alberta was financed by a “tri-party” arrangement, namely, the 
province, the municipality, and the patient. By 1954, 75 per cent of all 
patients entering hospitals were insured through this programme. 


Newfoundland Hospital Services Plan 


In 1949, when Newfoundland joined Confederation, it brought with 
it a hospital services plan combined with a medical services plan that 
covered about one-third of the population living chiefly in the outports. The 
individuals who voluntarily paid a modest premium were insured for both 
medical and hospital care in government-owned hospitals. The rates in 
the hospitals for those not insured were high enough to induce most people 
to become insured. The plan was, of course, heavily subsidized by the 
provincial government. Nurses and doctors alike, were employed on salary 
by the Department of Public Health which administered the programme. 
In 1957, the Province instituted the Childrens’ Hospital Plan providing free 
hospitalization and out-patient services for children under 16 years of age. 

While these various provincial plans were developing, the grants-in- 
aid programme described above was being expanded. 


Hospital Insurance and Diagnostic Services Act, 1957 


A variety of factors contributed to the decision, in 1956, to proceed 
with a national hospital insurance programme. There were, first, the success- 
ful provincial programmes in British Columbia and Saskatchewan, the more 
limited but expanding provincial-municipal programme in Alberta, and the 
programme in Newfoundland. Equally important was the successful opera- 
tion of the Blue Cross plans, demonstrating in the other provinces that, 
even though they could not reach all the population (in Ontario, Blue Cross 
insured 40 per cent of the population in 1956) they were sound in principle 
and effective in their operating methods. This evidence was supplemented 
by the wide-spread operations of the insurance industry in sickness and 
accident coverage. 

Another factor was the gradual reduction of the hospital bed and 
personnel shortage which had previously been of concern to a number of 
political leaders, especially in Ottawa and Ontario. The Hospital Construc- 
tion Grant and other health grants had, in fact, achieved many of the 
objectives set for them in 1948 in preparing the way for a broader 
programme. 

Despite the achievements of the methods of voluntary prepayment 
and commercial insurance, the hard realities could not be overlooked: that 
demands on provincial governments and municipalities for increased hospital 
grants were large and persistent; that even in Ontario with the highest pro- 
portion of the population accessible through pay-roll deduction, that only 
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two-thirds of the population had any degree of insurance protection, and 
much of this was inadequate; that most of the rest of the population could 
not afford the rising hospital charges; and that hospitals were by and large 
in serious financial difficulty. Accordingly hospital insurance was one of the 
most important issues discussed at the 1955 Federal-Provincial Conference, 
and for the reasons mentioned above, it was concluded that a universal, 
comprehensive programme was essential if the hospital needs of the Canadian 
people and the needs of hospitals were to be met. This Conference was 
followed by successive meetings of Federal and Provincial Ministers of 
Finance and Health, as well as of technical experts, and by the end of 
1956, the main details of the Act had been hammered out. The same close 
Federal-Provincial co-operation at the ministerial and technical levels con- 
tinued during 1957 in the formulation of the regulations and the terms 
of the Agreements. By 1961, all provinces were parties to Agreements under 
the Act and 99 per cent of the population was insured. 

Because this programme probably affects more Canadians, both in 
its results and its costs, than any other joint Federal-Provincial programme, 
and because any extension of Federal-Provincial co-operation in health 
services cannot but be influenced by its main principles, it is important that 
we examine here what those principles are: 

(1) It is a joint Federal-Provincial programme, that recognizes the con- 
stitutional position of the provinces and leaves responsibility for 
administration with them. 

(2) The ultimate costs of the programme, and therefore the federal share 
(SO per cent),! is determined by the hospitals and the provincial 
governments, through the costs authorized and the volume of services. 
provided. 

(3) The services authorized as insured services under the Act are, by and 
large, all the in-patient and out-patient services normally provided at 
the standard ward level in an active treatment hospital, hospital for 
the convalescent, or a hospital for the chronically ill, but not in mental 
hospitals, tuberculosis sanatoria, or nursing homes. Perhaps the most 
significant new feature in regard to benefits introduced by the Act 
was the removal of any limitation on benefit-days. Hospital benefits. 
are to be available as long as medically necessary. 

(4) The programme was based on the assumption of universal coverage 
of all citizens on uniform terms and conditions regardless of age, sex, 
physical or economic condition. It also facilitated portability of 
benefits from province to province. The Act states that the 
programme must be “universally available”, but an examination of 
the records indicates that the intent was that the administrative and 


1See Item (7) below. 
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(5) 


(6) 


(7) 


(8) 


(9) 
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financial arrangements should be such as to insure every resident of 
a province including recipients of public assistance. This objective 
was achieved automatically in all provinces using a system of financ- 
ing other than premiums, and even in those using the premiums 
method, the proportion of insured persons has been extraordinarily 
high even where voluntary participation—at least in principle— 
obtains. 


The Act assumes no change in the status of ownership of hospitals; 
moreover, it also assumes no change in the responsibility of manage- 
ment to direct and control the affairs of hospitals. (In the administra- 
tion of the programmes in some provinces, we are not certain that 
this principle has been fully adhered to.)} 


The Act implies that services will be provided in the most economical 
way possible and by incorporating provisions for sharing of costs of 
out-patient as well as in-patient services. 


The formula for federal cost sharing provides that the Federal Gov- 
ernment will pay one-half the cost of approved services to insured 
persons in all Canada, but that the contribution to a specific province 
will be proportionately higher in low-cost provinces than in high-cost 
provinces. It is not, however, a formula calculated on fiscal need. It 
does provide an incentive for a province to keep its total costs below 
the national average. There is also explicit in the Act the principle 
that the Federal Government will not in this programme share in 
capital costs, interest on loans, or depreciation except on equipment. 


The Act also rests on the principle that the legislation is not con- 
cerned solely with the “insurance” or financing mechanism; hence the 
requirement that each province indicate in its Agreement the means 
whereby it proposes to “license, inspect and supervise the standards 
of hospitals”. In fact, the Act is primarily a legislative enactment to 
enable people to obtain the services they require, and secondarily, a 
financial arrangement to assist in payment for those services. 


Initially, it was decided that the Act would go into force when a 
majority of the provinces (6) having a majority of the population 
would conclude agreements providing for the introduction (or con- 
tinuation) of programmes. However, following an Amendment the 
Act became operative on July 1, 1958, with only five provinces par- 
ticipating, although by January 1, 1959, seven provinces, by January 


1 See Chapter 14. 
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1, 1960, nine provinces and by January 1, 1961, all ten provinces 
were operating programmes. The Northwest Territories commenced 
their programme on April 1, 1960, and the Yukon, July 1, 1961. 


The representations from hospital associations, medical associa- 
tions, provincial governments, and consumer groups together with our own 
investigations, make it clear that, by and large, the basic foundations of 
the programme are sound, that it has financed hospital operations that 
could not otherwise have been possible, enabled people to obtain care that 
they would not otherwise have received, and prevented, for many indi- 
viduals and families, a substantial part of the financially crippling blows 
of prolonged illness. 

The programme appears to us a sound blend of federal financial 
support and respect for provincial responsibility. In fact, it goes beyond 
that, for in its administration it utilizes a number of joint Federal-Pro- 
vincial committees and working parties. It is a remarkably successful 
example of what has long been termed “cooperative federalism”. 

How have the provinces organized their administration and financ- 
ing? How have the provinces organized their programmes and financed 
their share of the costs? As in so many other aspects of Canadian public 
life, diversity is readily apparent. 

With respect to the over-all insurance agency, some provinces have 
used the existing Health Department, some have set up separate agencies 
under the direction of a Deputy Minister, and others have used repre- 
sentative Commissions. Two have switched from one to the other. The 
present arrangements are as follows: 


Province Administrative Agency or Authority 

Newfoundland Deputy Minister of Health 

Prince Edward Hospital Services Commission 
Island 


Nova Scotia 
New Brunswick 


Hospital Services Commission 


Deputy Minister of Health (previously a Com- 
mission ) 


Quebec Deputy Minister of Health 

Ontario Hospital Services Commission 

Manitoba Hospital Services Commission (previously a 
single commissioner ) 

Saskatchewan Deputy Minister of Health 

Alberta Director of Hospitals 


British Columbia 


Deputy Minister of Hospital Insurance 
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As seen above, four provinces use the representative Commission 
and six place responsibility on a single head. All agencies are, of course, 
responsible to a minister, usually the Minister of Health. 

With respect to financing, the experience again is varied, with 
some provinces having used different methods at different times and some 
using a combination. 

The first province to introduce a programme, Saskatchewan, in 
1947, started the pattern with the use of the premium method collected, 
in its case, by municipal authorities who were paid a commission for the 
extra work entailed. In 1950 the retail sales tax was increased from two 
per cent to three per cent and the revenue from the increase allocated 
to the Hospitalization Fund. In addition, a contribution from Provincial 
General Revenues was necessary. At present, the combination of premiums 
and sales tax is still used. 

The second plan, introduced by British Columbia in 1949, fol- 
lowed the Saskatchewan pattern, but without the advantage of a similar 
municipal organization and with the disadvantage of a highly transient 
labour force especially in the lumber industry. Because of the resulting diffi- 
culties the premiums system was abandoned in 1952 and a simultaneous 
increase from three to five per cent in the retail sales tax augmented 
general revenues which remain the only provincial source of funds. 

Alberta’s programme began in 1949 with a system of grants-in-aid 
to municipal plans, the province’s contribution coming from general 
revenues. Municipalities collected their share from property taxes and 
premiums from non-property owners. With the introduction of the federal 
programme, the programme is now provincially administered and financed. 
A small levy is imposed on municipalities for hospital construction, and 
municipalities are also responsible for any hospital deficits. 

Manitoba and Ontario both finance their share largely from the 
revenues derived from premiums, collected by employers, municipal and 
other collectors, and by direct payment to the Commission. 

Prince Edward Island and New Brunswick both financed their pro- 
grammes, in the beginning, from premiums, but later abandoned the pre- 
miums method and now rely on provincial general revenues. 

Nova Scotia has financed its share of the programme from the begin- 
ning with a 3 per cent retail sales tax specifically levied for this purpose. 

The Quebec programme, introduced in 1961, is the largest of the 
programmes to be financed from provincial general revenues, although there 
had been a “hospital retail sales tax” before the programme began. 

Newfoundland had long used a premium system but now finances its 
share from provincial general revenues. 
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The following outline summarizes the methods of financing the major 
provincial share of the cost of the hospital insurance programme. 











Provincial 
Other Ear-Marked General 
Province Premiums Tax Revenues Other 
Newfoundland x 
Prince Edward 
Island x 
Nova Scotia Retail sales tax 
New Brunswick 
Quebec Retail sales tax v4 
Ontario x 
6% increase personal 
Manitoba x income tax—1% 
taxable corporation 
Saskatchewan x Retail sales tax 
Alberta x Per diem charge! 
British Columbia Retail sales tax x Per diem. charge” 


1$1.50-$2.00 per day depending on the size of the hospital. $1.00 per day charge for 
newborns. 


2$1.00 per day. No charge for newborns. 


SourcE: Annual Report of the Minister of National Health and Welfare, under the 
Hospital Insurance and Diagnostic Services Act, Ottawa: Queen’s Printer, March 1963, p. 9. 


But what of the hospitals? Here the problems are changing. Already 
we may be inclined to forget the problems of the collection department before 
the programme began and the limitations on budget or expansion imposed by 
the maximum charges that patients could reasonably be expected to pay. 
Now the thoughts are of the limitations of budget imposed by the hospital 
insurance agencies. It is our opinion—and we recognize it can not be proved 
—that, except perhaps for a relatively few highly endowed hospitals or those 
serving primarily upper income patients, hospitals across Canada are faring 
far better than they would have in the absence of the programme. There are 
indications of better service: for example, in Nova Scotia, total paid hours of 
work per patient day have increased from 12.4 in 1959 to 15.8 (the highest 
in Canada) in 1961. Nursing personnel hours per patient day in Ontario 
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increased in the same period from 6.5 to 6.9, while in Alberta they rose from 
5.8 to 6.3. Hospital facilities have also expanded rapidly, as most provinces 
introduced new methods of capital financing. 

The Annual Report of the Minister of National Health and Welfare 
under the Hospital Insurance and Diagnostic Services Act includes very 
detailed statistical information on the operation of the programme. However, 
certain of these data are of more general interest and importance and will be 
presented here. 


Number of Insured Persons 


Since the beginning of the programme in July, 1958, the number of 
insured persons has increased as a result of more provinces coming into the 
programme and the population increase in all provinces. In all but Ontario, 
coverage is either automatic (where financed from general revenues) or com- 
pulsory (where financed by premiums). Table 10-2 shows that even in 
Ontario, the proportion of eligible persons insured is 96.0 per cent; in 
Manitoba 95.2; and in Saskatchewan 97.7 per cent. 


TABLE 10-2 NUMBER OF INSURED PERSONS ON MARCH 31, 1963, BY 
PROVINCE, AS REPORTED FOR PURPOSES OF ADVANCE PAYMENTS 

















Number of 
Insured Estimated Percentage 
Province Persons Population of Persons 
March 31, June 1, 1963** Insured 
1963* 
Newfoured aid 2 etree eeepc tenes 481,000 481,000 100 
Prince Baward ASlando.c.teeeanicnee, ot noveoee. 105 ,000 107,000 98.1 
IN OVE eOCOLLA erased oe irate cbse: tesa deseo nts ote 733,000 756,000 99.6 
ING WEB EUDS WiC Ree nace eter eaehit tse vaseer 605 , 000 614,000 98.5 
OUCIDEC ris nets epee eee eee 5,465,000 5,468 ,000 99.9 
CONIA TIO We ks ea, etton eee: 6,188,741 6,448, 000 96.0 
IMEATIICO Dre era tenes eee ee 904,631 950,000 OSr2 
Gas TCHE WAT mide sooate setette. ce were eee Pech evans 911,661 933,000 OF ad 
TN prolg dsb cot Neo Al Org RA ana & AGS o ie 1,398,000 1,405,000 99.5 
TIS HEC OLE Did eet eet cee eeeitesst reece eh eee eacas 1,687,000 1,695,000 99.5 
RY TAROT do, ere RRA Raine ae ae tgnae eee 15,000 15,000 100 
Northwest) LerritOries.. anette coe caren erin ces 25,000 25,000 100 
CANAD Areas aioe er ner oreteene 18,519,033 18,897,000 98.0 





* Annual Report of the Minister of National Health and Welfare, under the Hospital Insurance 
and Diagnostic Services Act, March 1963, Table A, p. 12 

**Dominion Bureau of Statistics, Estimated Population by Sex and Age Group, for Canada 
and Provinces, 1963, Ottawa: Queen’s Printer, 1963. 
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Volume of Care 


The volume of insured hospital days of care received by 17,741,000 
insured Canadians in 1961 was 31,248,000 or an average of 1,761 days for 
each 1,000 insured persons.! The average was lower than in 1960 (1,808) a 
result of Quebec’s entering on January 1, in 1961. This province experienced 
an average of 1,553 days per 1,000,? as shown in Table 10-3. 

From Table 10-3, it will be noted that the average days of care per 
thousand vary greatly, from a low of 1,145 in Newfoundland and 1,478 in 
Nova Scotia to a high of 2,244 in Alberta and 2,246 in Saskatchewan. These 
two latter provinces have had their programmes in operation (by the year of 
these statistics, 1961) 12 and 14 years, respectively, and one cannot help ask 
if this is the long-run expectation in all provinces. A resident of Saskatchewan 
or Alberta receives almost twice as much hospital care as a resident of New- 
foundland, almost 50 per cent more than a resident of Nova Scotia, and 
about one-fifth more than a resident of Ontario. 

Both the Saskatchewan and Nova Scotia figures have remained 
fairly constant, as has British Columbia’s, another plan with (by 1961) 12 
years’ experience, although its rate is only three-fourths that of Alberta 
and Saskatchewan. It will be noted that the highest rates of in-patient utili- 
zation are in those provinces not offering a full range of out-patient benefits. 
It is also worthy of note and cause for serious concern that these are among 
the highest known rates in the world. 

The impact of the insurance programme on patterns of responsi- 
bility for paying hospital bills is, of course, almost as complete as had been 
hoped. As Table 10-4 reveals, 87.8 per cent of all hospital days of care 
provided in Canada in 1961, were paid for through the insurance programme, 
and if the undistributed days, 1.7 per cent, are pro-rated, and the 1.3 per 
cent of days of care provided to non-residents are deducted, the proportion 
of insured patient days reaches approximately 90 per cent. Of the remaining 
10 per cent, 6.3 per cent remain a federal responsibility, leaving not much 
more than 1 per cent as uninsured care for uninsured residents. 

Hospital utilization is related to facilities available, and is calculated 
on the basis of the number of admissions and the average length of stay, 
which, in combination, give total days of care and rates per thousand popula- 
tion. Tables 10-4 and 10-5 show the wide variations among the various 
provinces. 





1Table 14-1 refers to hospitalization rates for non-insured persons as well as insured. 
? This is actually an understatement; 60 Quebec hospitals did not report plan days. 
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TABLE 10-5 TOTAL PATIENT-DAYS DURING YEAR, ADMISSIONS DURING 
YEAR, AND BEDS SET UP ON DECEMBER 31, PER 1,000 POPULATION, 
ADULTS AND CHILDREN, IN HOSPITALS LISTED IN HOSPITAL 
INSURANCE AGREEMENTS, BY PROVINCE, 1961 








Rate per 1,000 Population 








Province Patient-days Admissions Beds and 
During During Cribs Set Up 
Year Year on December 31 

NewiOuncdland einen cee ee ee i221 5,0 Vibe 4.3 
Prince. Ed watasiandoe. caves eee 1,604.6 155.1 6:2 
INGVAIS COLA teen tee eens nee ree 1,600.4 1482550 a0 
INGwy Bruns wiCke se caterer eas noe ecu 1,878.3 174.5 ees 
CQUEDEC Rs sesceirerc teres pele eae nee aot 1279522 138.0 6.1 
OTtanige= ee ee 2017 7 152.3 6.6 
Nai tO08. nok enc ee eee 201525 179.6 ae 
Saskaichic welll cs.ce ene een re 2,301.6 ASG Sez 
A DOLES Sn. eae ee eee 2,414.6 196.4 8.5 
British: Colm ids cs ee ee a eae 1599255 L754 6.6 
YALL ass ee hence, ea ee eee 2,050.4 238.6 10.7 
Northwest*1 €fritories <..::..:accsintnasnanvctageeotenss 1,826.2 198.0 14.2 

CORN RIS Acetic xt ony ad eee ee 195 C29 boway 6.6 





SouRCcE: Annual Report of the Minister of National Health and Welfare, under the Hospital 
Insurance and Diagnostic Services Act, Ottawa: Queen’s Printer, March 1963, Table 4, p. 35 


CONCLUDING SUMMARY 


In this chapter, we have traced the developments of health insurance 
from its sporadic earliest beginnings, through payroll deduction plans in the 
collieries in Nova Scotia and the mines of Ontario and British Columbia on 
to hospital-sponsored prepayment plans, and into the modern period of 
comprehensive government-sponsored hospital programmes for the total 
population. 

As examples of voluntary health insurance, we have cited the Blue 
Cross movement which was pioneered in Alberta and during the war years 
gained momentum in Manitoba, Quebec, the Maritimes, and British Colum- 
bia. In Ontario, by 1958, the Blue Cross, concentrating mainly on industrial 
and commercial groups, had enrolled 39 per cent of the population. Other 
categories of voluntary insurance were the medical care plans sponsored by 
professionals, such as Toronto’s Associated Medical Services, the compre- 
hensive Windsor Medical Services, and the Regina Medical Services. British 
Columbia was noteworthy for its plan on a provincial scale in 1940. Medical 
co-operatives, i.e., consumer-sponsored plans were also discussed. 
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Commercial insurance, both life and casualty, have been dis- 
cussed, and contrasted with profession-sponsored plans in terms of benefits, 
service or indemnity, limited comprehensive, major medical, and in 
terms of experience-rating, waiting periods, waivers and carrier cancel- 
jation privileges. ; 

Government or Public Health Insurance has been reviewed histori- 
cally province by province. Municipal doctor services, wide-spread in Sas- 
katchewan, were also used in Manitoba and Alberta as an inducement for 
doctors to settle in rural areas. British Columbia had a Royal Commission 
on Health Insurance as early as 1929, Alberta has had three medical insur- 
ance Acts on its statutes; Saskatchewan, at the urging of the Urban Munici- 
palities Association and the Association of Rural Municipalities, and finally 
the Canadian Medical Association itself, established a committee on Social 
Security and Health Services which, in 1943, recommended a system of 
health insurance. Manitoba passed a Health Services Act in 1945. In the 
federal area, the events are reviewed leading up to the recommendation of 
the Haegerty Committee on Social Security, 1943, which approved the 
general principles of health insurance put forth in a Health Insurance Bill 
respecting public health, health insurance, the prevention of disease and 
other matters related thereto. Finally, the National Health Grants Programme 
of 1948 is described. 

Public hospital insurance is likewise reviewed province by province, 
illustrating the pioneering programmes in British Columbia and Saskatch- 
ewan, as well as Alberta and Newfoundland. The 1955 Federal-Provincial 
Conference dealt with hospital insurance as an important issue and led to 
the formulation, in 1957, of a major breakthrough in Federal-Provincial 
health legislation, the Hospital Insurance and Diagnostic Services Act, under 
which by 1961, all ten provinces were operating programmes. The admin- 
istrative and taxation arrangements for the programmes are cited as are 
the number of insured persons and the volume of care. 

It is now a matter of record that the voluntary methods of insuring 
against illness or injury have contributed to safeguarding the health of 
Canadians in increasing numbers especially in the period following the 
Second World War; and that to date Canadians have, by and large, enjoyed 
a comparatively high level of medical care. In the matter of general hospital 
care we have now achieved a nearly universal programme for 99 per cent 
of the population, by a method of “cooperative federalism’ which allows 
for provincial variations in implementation. This does not, however, mean 
that health services are universal or comprehensive. Half of our population 
still lacks adequate medical insurance. Moreover, medical and hospital care, 
being mainly curative and diagnostic, represent only part of the whole 
spectrum of health services. 
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Three provinces have shown initiative in public action. Saskatchewan 
has established an all-inclusive, compulsory plan which met with considerable 
reaction on the part of the medical profession. Alberta and Ontario have 
introduced legislation basically providing for voluntary coverage of certain 
medical services, with subsidies for specified categories of citizens to help 
with the payment of premiums. Nevertheless, the limitations of the Alberta 
and the Ontario plans, and the difficulties experienced in Saskatchewan, 
point out some problems of leaving health planning to the individual initiative 
and financial ability of each province. It becomes evident that a formula 
must be sought on a national scale, with Federal-Provincial agreement on 
programmes to ensure the provision and distribution of resources for the 
achievement of the best possible health care; preventive, diagnostic, curative 
and rehabilitational for all Canadians, regardless of age, income, or state 
of health. This is discussed in Chapter 18. 


I 


Cost of Health Services 


RECORD OF HEALTH SPENDING 


In Chapter 3 we have stated what we consider to be health services and in 
calculating the amount of money that Canadians spend on health we have 
prepared our estimates accordingly. Essentially we have concerned our- 
selves with the cost of providing personal health care, of undertaking health 
research and of educating health personnel; along with the provision of 
capital facilities required to support these activities. 

Personal health care has been divided into two parts: the cost of 
services provided for individuals (whether the cost is borne individually or 
collectively), and public health services. Services provided for individuals 
consist of physicians’ services, dentists’ services, hospital services, the ad- 
ministrative costs of operating public and private prepayment plans, pre- 
scribed drugs and a category “other services” that includes the services 
of nurses rendered out of hospital and private duty nurses employed in 
hospitals, chiropractors, osteopaths, optometrists and the cost of prosthetic 
appliances and devices and hearing aids. The cost of dentures is included with 
dentists’ services, and spectacles with optometrists’ services. Public health 
services consist of services rendered by government agencies such as health 
planning and organization, environmental sanitation and the control of 
infectious disease but exclude, as far as possible, diagnostic and treatment 
services. Health research includes medical, dental, nursing and other health 
research. The costs of research in the development of ethical drugs is included 
in expenditures on these drugs. Education of health personnel covers the 
medical, dental and nursing professions.? 


Health Expenditures Defined 


We recognize that in concentrating our attention on personal health 
care, certain expenditures have been excluded such as those for school milk 
or non-prescribed pharmaceuticals that may well affect health, and 


1 Education costs of these three groups are estimated to represent about 90 per cent of 
total educational costs of health personnel. 
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included expenditures such as institutional care for the mentally retarded or 
the senile aged that could be classified in part as educational or welfare 
expenditures. Such problems arise whatever classification method is adopted. 
The definition which we have chosen includes those services that were gen- 
erally presented to us during our hearings as being an integral part of per- 
sonal health care, and that have traditionally been regarded as such or in 
the case of newer services have become accepted as such by the health 
professions. 

It has not been possible to obtain an estimate of the amount spent 
on some small sectors of specific health services. In such cases, expendi- 
tures have been included in a larger group called “other services”. We have 
not included any estimate of the value of care provided free by physicians, 
dentists or other health practitioners, or at less than provincial fee schedules. 
Indeed given the difficulties that arise in obtaining reliable and meaningful 
data, estimates of expenditures on prescribed drugs are presented only for 
the years since 1945, public health services since 1947 and for education 
and research only for the past several years. All the estimates are subject to 
some margin of error that becomes greater the further back in time they go; 
but we are confident that the data include all significant health expenditures, 
and that the margin of error is not so great as to prevent us from illustrating 
the extent of the increasing amount of health care received by the average 
Canadian and the changing pattern of health expenditures over the past 
generation. 

It should be clear that expenditures on health services are not, 
by any means, equivalent to the cost of illness or death. The cost of health 
services and facilities is no more than the market value of resources used 
in the prevention, diagnosis and treatment of illness or the rehabilitation of 
the disabled. The cost of illness also involves the lost production due to 
premature mortality and long-term disability along with the costs of pain 
and suffering for individuals that cannot be measured in monetary terms. 
Some of these costs will be examined in Chapter 12. Here we are concerned 
with the assessment of the costs of personal health care services over the past 
generation and of the major forces that have affected the level and composi- 
tion of spending both for all health services and the individual health services. 
To this end we are presenting first a discussion of the importance of health 
services in the Canadian pattern of total spending, followed by a discussion 
of the behaviour of expenditures on individual health services. 


Rising Health Expenditures 


In the thirty-five years between the prosperous periods of the mid 
nineteen twenties to 1961, Canadians increased their spending on personal 
health services nearly tenfold. As shown in Table 11-1, and Chart A, expendi- 
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tures on all personal health services, excluding prescribed drugs, rose from 
$166 million in 1926 to $1,612 million in 1961; while if prescribed drugs are 
included the increase was from roughly $175 million in 1926 to $1,724 
million in 1961. Similarly, as can be seen from Tables 11-4 and 11-6, ex- 
penditures on public health services rose from $21 million in 1947 to 
$105 million in 1961 so that the total cost of personal health care at the 
beginning of the nineteen sixties amounted to $1,829 million. Table 11-7 
shows that when capital expenditures, research and the cost of health educa- 
tion are included, Canadians spent $2,019 million on all health items in 1961.1 
What have been the factors that lie behind this increase in health 
care spending? What forces of demand and supply have caused such a large 
increase in total spending? To answer these questions it is necessary first 
to observe what has happened to expenditures on other goods and services, 
to indicate the importance of health services in the total consumption pattern 
of the nation as well as the pattern of total production and to observe 
whether the trend in health expenditures differs significantly from ex- 
penditures on other goods and services. Then it is necessary to examine the 
significance of population growth, per capita consumption and the prices of 
health services since it is these factors that largely determine the level of 
spending. In the following sections we attempt to answer these questions 
and to assess the importance of the individual factors already mentioned. 


Health Expenditures and Gross National Expenditure 


Large as the sums spent on health undoubtedly are, as a proportion 
of all the goods and services that individuals and households buy (total 
personal expenditure on consumer goods and services), or of the total amount 
of goods and services produced in Canada (Gross National Expenditure or 
GNE), expenditures on health care have remained small. Excluding pre- 
scribed drugs, personal health expenditures, as shown in Table 11-1, rose 
from 3.2 per cent of GNE and 4.7 per cent of total personal spending in 
1926 to 4.3 and 6.5 per cent respectively in 1961. Through most of this 
period, however, the relevant percentages have been in the neighbourhood 
of 3.0 and 4.5 per cent. When prescribed drugs and public health services 
are included in the cost of health services, Table 11-6 indicates that during 
the post-war period total expenditures were below 4 per cent of GNE up 
to 1958 and after that date remained below 5 per cent. In short, as their 
incomes have continued to grow, Canadians have purchased not only more 
health services but more of most other goods and services as well. 





1Including non-prescribed drugs and pharmaceuticals, total expenditures amounted to 
$2,229 million. 
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TABLE 11-1 EXPENDITURES ON PERSONAL HEALTH SERVICES BY TYPE 
OF EXPENDITURE AND PERCENTAGE OF GROSS NATIONAL EXPENDITURE 
(GNE) AND TOTAL PERSONAL EXPENDITURES SPENT ON PERSONAL 
HEALTH SERVICES, CANADA, 1926-1961 
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TABLE 11-1 EXPENDITURES ON PERSONAL HEALTH SERVICES BY TYPE 
OF EXPENDITURE AND PERCENTAGE OF GROSS NATIONAL EXPENDI- 
TURE (GNE) AND TOTAL PERSONAL EXPENDITURES SPENT ON 

PERSONAL HEALTH SERVICES, CANADA, 1926-1961—Concluded 





. 
& 
oO 
N 
=| 
s 
3 
< Ss 
= | ee 
1956 |240.1 


1958'|295 .5 























‘s n n 
O = 2 
: €2/ 9 g |s2/ 2 
Set Ie (ee ez| oO} #| 2 |e&e)6 
mere bien oa oe eee | 2 Be a ee he 
oe) @ ts (oa! 8 (ae) ee ee] 6 | ae |e 
i im an a > S'S OS © es Se | = 
See es eee eo Ge ieee | ee 
e a a Bienen oD 2) D sg oa| o 
oO ° ~ Tv = D oO Oo 2 O D oO o) 
Q an @ <i < Ay AL Ay a4 Ee aA | 
$ $ 
°000,000 *000,000 
S15 1329..8: 1-65..0) | 40-1 956;5) 5/05" | 3313 1 71.8 (028.3) 5.433536 
1957 |269.2 | 87.3 |586.7 | 70.0 | 44.9 |1.058.1] 5.24 | 3.31 || 84.5 |1,142.6! 5.66 | 3.58 
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1961 |383.2 |118.8 |923.8 |115.0 | 71.6 |1,612.4) 6.55 | 4.31 111.5 [1,723.9] 7.00 | 4.61 





Notes: 1. Physicians’ services include all services rendered by physicians in private practice 


as well as personal health services rendered by public and privately employed 
salaried physicians. Personal medical services rendered by salaried physicians in 
hospitals are included in hospital expenditures. Includes cost of prescribed drugs 
sold by physicians. 


. Dentists’ services include all services rendered by dentists in private practice as 


well as personal health services rendered by salaried dentists. 


. Hospital services include all services rendered in public and private, acute, chronic, 


convalescent, mental and tuberculosis hospitals. Hospital services rendered in 
National Defence hospitals are excluded. Includes expenditures on prescribed 
drugs distributed by hospitals. Expenditures are gross operating expenditures of 
all hospitals. 


. Other services include services rendered by private duty nurses and nurses em- 


ployed outside of hospitals by non-governmental agencies, chiropractors, osteo- 
paths, and appliances. | 


5. Administrative costs of Health Insurance include administrative costs of public 


and private hospital and medical insurance programmes. Excludes administra- 
tive costs of accident and sickness insurance but include premiums returned, 
dividends credited to policy owners and increases in unearned reserves and 
advance premium accounts. 


. Personal expenditures include personal expenditures on consumer goods and 


services as classified by the National Accounts plus the cost of hospital care 
incurred by governments on behalf of individuals in mental, tuberculosis and 
federal hospitals and the administrative costs of public health insurance pro- 
grammes. 


. Prescribed drugs includes all pharmaceuticals purchased on a physician’s pre- 


scription from retail outlets, excludes drugs prescribed in hospitals, institutions 
other than hospitals, e.g., homes for the aged. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 


on Health Services, Ottawa: Queen’s Printer, 1964; Department of National Health and Welfare, 
Expenditures on Personal Health Care in Canada, 1953-61, Ottawa, March 1963. Dominion 
Bureau of Statistics, National Accounts, Income and Expenditure, 1926-1961, and supple- 


mentary data. 
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TABLE 11-2. PER CAPITA EXPENDITURES ON PERSONAL HEALTH SERVICES 
BY TYPE OF EXPENDITURE AND PERCENTAGE OF GNE, CANADA, 1926-1961 
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*Columns may not add up due to rounding. 
Source: Table 11-1. 
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TABLE 11-3 PERCENTAGE DISTRIBUTION 
PERSONAL HEALTH SERVICES, BY TYPE OF EXPENDITURE, 
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CANADA, 1926-1961 
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Our examination of past economic growth trends indicates that 
Canadians have displayed a willingness to save a sizeable proportion of their 
growing incomes. But as their incomes have increased they have not generally 
tended to save an increasing proportion of income. As a consequence, Cana- 
dians now enjoy a high average level of consumption which compares favour- 
ably with most other countries and our per capita consumption in real terms 
is significantly higher than that of our forefathers.1 There have, of course, 
been periods when the long-run upward trend in real per capita consumption 
has been checked. In the great depression of the nineteen thirties when a high 
level of unemployment of labour and a significant decline in the use of 
capital facilities reduced purchasing power, per capita consumption in real 
terms increased very little and in the period 1930-1934 actually declined. 
Again in the war-time and immediate post-war period, rationing, price controls 
and other direct economic controls, tended to prevent rising incomes from 
being transformed completely into rising consumption. Since 1946, the Cana- 
dian consumer has been free generally to purchase what he wishes, limited only 
by the size of his growing disposable income, and in this period he has acquired 
automobiles, houses, household equipment, television sets, books, records, 
sporting equipment, along with services such as sports, the theatre, foreign 
travel, education and health services in quantities unparalleled in our history. 


Concept of “Need” and “Demand” 


The continued increase in consumption, however, bears only a 
slight relationship to the need to survive; to the biological minimum needed 
to sustain life. Indeed it is determined increasingly by a desire for variety 
and quality in consumption rather than by the increased satisfaction of 
purely physical needs. New products and new needs are continually created 
in our society and consumption patterns have consistently reflected these de- 
velopments. In these circumstances it is not surprising that health expendi- 
tures have reached a level unparalleled in Canadian experience while still 
accounting for a relatively minor proportion of total consumer spending.” 
The demand for a wider variety and a better quality of health services 
has been part of the pattern of a demand for a higher standard of living 
generally; it has not been something unique. Canadians purchased more 
medical and hospital services, and have used more specialists and higher 
quality hospital services. They also drive bigger and more powerful cars, 
live in larger, more comfortable homes and, increasingly take their vacations 
abroad or in other regions of Canada rather than at home. 


1 Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 6. 

2For a discussion of health expenditures as investment in human capital rather than a 
consumption expenditure, see Chapter 12. 
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TABLE 11-6 TOTAL EXPENDITURES ON ALL HEALTH SERVICES AND 
HOSPITAL CAPITAL, CANADA, 1947-1961 
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*Includes prescribed drugs. 
Source: Tables 9-1, 9-4 and 9-5. 


The demand for health services, however, depends on the existence 
of certain basic elements; on an awareness of need, on the belief that health 
services will satisfy this need plus the ability to turn need into demand by 
purchasing health care. We have already referred to the increase in life 
expectancy, the growing conviction that disease and disability need not pro- 
duce as its consequence the loss of a child or parent before the biblical span 
of life is achieved, or the permanent disability of even the older members 
of the community. Increased urbanization, better transportation, more educa- 
tion per person, the spread of knowledge, have made people aware of the 
benefits to be derived from medical and hospital care or drugs, while the 
scientific and technical advances that have provided families with television, 
jet transport and a host of other goods and services that did not exist before 
the war, continues to create new drugs; new surgical techniques; diagnostic, 
therapeutic and rehabilitation techniques that offer the consumer an alter- 
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native to the pain and catastrophic consequences of actual or probable ill- 
ness. The gradual displacement of home production by market production 
that we see in the development of processed foods and packaged entertain- 
ment has its counterpart in the health industry where birth, death and 
the treatment of mental or physical illness have been shifted from home to 
the hospital with consequent increase in the need for hospital services— 
while the home remedy is displaced by the physicians’ prescription available 
at the near-by pharmacy. 

This does not mean that the need for health services is unlimited. 
Medical care generally is not wanted for its own sake; most health services 
are not particularly pleasant; and even when they are prepaid they may in- 
volve additional costs to the consumer in terms of foregone income or leisure. 
Budget studies reveal that at low levels of living standards, expenditures 
on health care increase at about the same rate as income so that they rep- 
resent about the same percentage of total spending at each income level. 
With the higher level of living standards attained in recent years a decreasing 
proportion of family income goes for health care as incomes rise. Thus 
in 1959, urban families with incomes under $3,000 spent about 5.5 per 
cent of their income on health services, at each income level above this 
the percentage spent on health tended to decline, and for families with in- 
comes over $10,000 amounted only to 3.4 per cent. On the other hand, 
in a community where a large proportion of the population do not obtain, 
as yet, the quantity and variety of health services received by those with 
higher incomes, but who recognize the need for health care and aspire to 
the consumption patterns of the well-to-do; there exists a great and unsatis- 
fied need for health services. The transformation of this need into a cor- 
responding level of demand for health services will depend essentially on the 
ability of individuals and families to purchase health care. This will depend, 
in turn, on the growth of their incomes, their asset holdings, the availability 
of professional manpower and specialized capital equipment which influence 
the prices of health services, and their desire to obtain all the other goods 
and services which make up the standard of living in North America. The 
influence of the availability and manpower on health services we will discuss 
later in this chapter; here we wish to examine what can be called the demand 
for health services. 


DEMAND FOR HEALTH SERVICES 


We have already examined the growth of personal income in Canada.! 
With rising personal incomes, broadly distributed among income groups, 
it is not surprising that total expenditures on health services have expanded 


1See Chapter 4. 
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significantly. There is another factor which materially influences personal 
spending on any one category of consumption. If the pattern of tastes change 
as income increases, it may be that the proportion of total income devoted 
to certain kinds of goods may decline thus permitting the proportion of income 
devoted to some other commodity to increase. Increasing incomes are there- 
fore not only associated with increasing absolute expenditures on some 
commodities but also with increasing proportionate expenditures. Such trends 
in consumer spending have come to be called “Engel’s Law’, after a Belgian 
statistician Ernst Engel who was one of the first to identify this behaviour. 
The best-known Engel-type law is the proposition that as income increases, 
the proportion devoted to expenditure on food will decline leaving a larger 
proportion to be spent on other things such as services. The validation of 
these relations over a long period of time still awaits a test based on adequate 
data. However, over the period which we have reviewed, the consumption of 
many basic foods and articles of clothing has not risen as rapidly as incomes. 
Hence additional disposable income became available that could be allocated 
to health care without reducing the level of living in terms of other basic 
necessities of life. 

Table 11-8 and Chart B indicate the relative importance of expendi- 
tures on health care in the pattern of consumer spending over the past three 
decades. It is evident, despite the substantial increase in expenditures, and 
increased importance of health in the average consumer’s budget that food, 
clothing, transportation, shelter, and even tobacco and alcohol, have always 
commanded a greater share of the consumer dollar. In the late nineteen 
twenties, when expenditures on personal health services amounted to $185 
million, expenditures on food amounted to $1,131 million, and tobacco and 
alcohol to $226 million. By the late nineteen fifties, when expenditures on 
personal health services had risen to $1,465 million, expenditures on food 
amounted to $5,654 million and tobacco and alcohol to $1,598 million. Indeed 
considering that total personal expenditures rose from $4,287 million in the 
pre-depression period to $23,641 million at the beginning of the nineteen 
sixties, the pattern of consumer spending has displayed a remarkable stability. 
Except for expenditures on clothing and personal furnishings which fell by 
4.5 percentage points no other component varied by more than 2.7 per- 
centage points from the 1927-1929 figure. Expenditures on personal health 
services have risen, it is true, by 1.9 percentage points. But other components 
of personal spending also have risen. In the case of transportation which rose 
by 2.7 percentage points reflecting the increasing ownership of motorcars by 
Canadians, the rate of expansion was greater than for health services. 

The pattern of spending indicated by Table 11-8 is also evident if 
we examine the budgets of Canadian households over the period 1937-39 
to 1959. Because expenditure surveys have been concentrated mainly on 
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TABLE 11-8 AVERAGE PERSONAL EXPENDITURE ON CONSUMER GOODS 
AND SERVICES AND PERCENTAGE DISTRIBUTION OF TOTAL PERSONAL 
EXPENDITURES, CANADA, SELECTED PERIODS, 1927-1961 








1927-29 1937-39 1947-49 
Percent- Percent- Percent- 
Item Average| age of | Average| age of | Average| age of 


Expend-| Total |Expend-| Total |Expend-}| Total 
itures /Expend-| itures |Expend-| itures |Expend- 


itures itures itures 
$ $ $ 
000,000 000,000 000,000 
EOOd Rit ee ee cost ee eae tsi 26.4 966 | 24.5 2211 tal 263.9 
Tobacco and Alconol ve. 226 ae) 215 a tips 830 ae 
Clothing and Personal Furnishings 619 14.4 474 | 12.0 1,410} 14.0 
Shelter. Ween eee ee eee 592 13.8 566 | 14.4 1,076 10.7 
Household Operations.................... 597 13.9 580 14.7 1,323 {Sel 
LLFANSPOLLALION serene ese 390 9.1 369 9.4 943 SS) 
Personal Health Services*................ 185 4.3 174 4.4 414 4.1 
Drugs, Pharmaceuticals and Other 
PersOna MOCEVICeS 6 ee eee 97 2.3 104 226 270 ped 
MliscellancoUseeer ee ee 450 10.5 493 135 ya I ies Lie 0 
PL GTAT Seek tan cen eens 4,287 | 100.0 3,941 | 100.0 10,098 | 100.0 
1952-54 1957-59 1959-61 
HOOGd8: ser eae: aes Rares 3,906 | 25.0 5,217 | 24.4 52 654 alae 9 
FLODaCcO. and A ICONOl a ee 1,099 7.0 1,454 6.8 1,598 6.8 
Clothing and Personal Furnishings} 1,824 1 bs 7 2,179 10.2 2,344 9.9 
Shelter wreeaie Pantene ss ee 1,980 127 33165 14.8 3,630 15.4 
Household Operations.................... 1,993 125s 2123 1DR 2,940 | 12.4 
AL PAnsDOLiitiOle a... tare ree ie25 tie! 224 Lies PARTS: VEEL Se 
Personal Health Services™................ 720 4.6 1ei3Z 63) 1,465 (8.24 
Drugs, Pharmaceuticals and Other 
Personal RSCEVICCS.. ee ee 380 2.4 Zt IES) 567 2.4 
MisccllancouSswes, se 1,976 1277 2,428 1123 2,001 it bes 
LOTALT See oe eee: 15,603 | 100.0 | 21,402 | 100.0 | 23,641 | 100.0 





*Includes expenditures for medical, dental, hospital, other nursing, health insurance admini- 
stration, chiropractic, osteopath and optometrist services. 

+Adjusted by including expenditures for hospital care provided in federal and provincial 
government hospitals and cost of administering public hospital care programmes. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commis- 
sion on Health Services, Ottawa: Queen’s Printer, 1964. 


two- or more-person families, living in urban areas, and since very low 
income families and high income families have generally been excluded, the 
data do not tell the full story covering the spending patterns for all income 
classes and for rural inhabitants. For the families for which we have roughly 
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comparable data over time, average expenditures on health services rose 
from $63 in 1937-38 to $221 in 1959. As a percentage of total expenditures, 
the amount spent in both periods was approximately the same, 4.6 per cent, 
while in 1947-48 the percentage spent on health services fell to 3.9 per cent.* 


Health and Other Consumer Expenditures 


Although we recognize that the growth of spending on health services 
has been accompanied by increased spending on other goods and services, 
we are aware that expenditures on health services have grown more rapidly 
and that this rapid rate of growth has continued until the present day when 
there has been a general tendency among other classes of. spending to slow 
down. It is important to recognize, in this context, that there have been 
periods when health expenditures have lagged behind other types of spend- 
ing, that other categories of spending—particularly personal expenditures on 
services generally—have also increased significantly, and that the rapid 
growth of spending on personal health services has become somewhat unique 
only in the past five or six years when the rate of growth of the output of 
the Canadian economy and spending generally has tended to slow down.” 

These developments can be seen from an examination of Tables 11-9 
and 11-17 which describe the trend rate of growth in total health spending 
and expenditures on individual health items—the annual average percentage 
increase in spending for a number of sub-periods. Over the period 1926 to_ 
1961, while personal health expenditures grew somewhat more rapidly than 
either Gross National Expenditure or total personal expenditures (6.7 com- 
pared to 5.8 and 5.7 per cent) the trend rate of growth was considerably 
lower in the period 1926 to 1944 and has reached a high level only in the 
post-war period. Thus between 1926 and 1944, GNE grew at a trend rate 
of 4.7 per cent while spending on personal health services grew at a trend 
rate of 2 per cent. In the post-war period the reverse has been the case 


1See Dominion Bureau of Statistics, Consumer Expenditure Surveys, 1937-38, 1947-48 
and 1959, Ottawa: Queen’s Printer. These figures are not directly comparable with the data 
previously presented since they exclude expenditures on personal health services financed by 
governments from sales and other taxes (but not hospital premiums) and include expenditures 
for non-prescribed drugs. In 1959, the elimination of expenditures on non-prescribed drugs 
would have the effect of reducing the percentage spent on health care to around 4.4 per cent 
while the reduction would probably have been considerably greater for 1937-39. Since the 
1937-39 survey excluded all those not self-supporting and since few self-supporting families 
received health services without paying directly for them, the expenditures approximate to 
consumption of health services. In 1959, when some provinces made health services available 
at little or no direct cost to the consumer, and where premiums did not approximate the full 
cost of the programme, the consumer expenditure survey under-estimated the amount spent on 
health since some health expenditures appear as a sales tax or a tax on incomes. In conse- 
quence, the 1959 consumer expenditure survey under-estimates the proportion paid for health 
services compared to the 1937-39 survey. 

2 We are referring to the period 1957 to 1961 during which the growth of the Canadian 
economy slowed down somewhat but which was followed by a significant rate of increase in 
economic expansion in 1962 and 1963 comparing favourably with the pre-1957 rate of growth. 
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with GNE increasing at a trend rate of 7.4 per cent and spending on 
personal health services at a rate of 11.8 per cent a year. The same is true 
for individual health items; all except hospital expenditures grew but little 
in the pre-war period and all grew much more rapidly in the post-war 
period. 


TABLE 11-9 AVERAGE ANNUAL PERCENTAGE CHANGE IN EXPENDITURES 
ON PERSONAL HEALTH SERVICES, CANADA, SELECTED PERIODS, 1926-1961 * 






































6 
¢ Nn 
2 ‘ % 8 
3 Pf D 5 — ¢ Pe 
s 8 o nN Ve ch 
| i. 2 on o 5 2 
| 7 c ft S 5B a) 
"aD N an 3 a 6 > 
ra “ nies v 2G = oO 
B | 3g | BZ 3 = 2s 2 re) 
a2) GZ = wt 5) eg 
. | 2 5 Z 2 en ss i 
£ z A | r 6 26 7 oR é 
1926-29 6.3 | a4 1 5.8 3.1 5.1 
40-34 | —17.9 | —17.8 1.4 —14.9 oa 92 ae 
1935-39 6.8 ie a ee 0.0 10.0 4.8 = 
1940-44 3 PG) 6A 0.0 | 14.9 4.6 = 
1945-49 | 11.3 9.9 17.7 10.7 20.9 14.7 10.7 
1950-54 | 8.7 | 9.3 12.2 6.0 11.6 10.6 8.3 
1955-59 12.1 9.9 11.2 14.8 18.9 11.6 14.0 
1957-61 9.2 | 8.0 12.0 13.2 12.4 11.1 72 
1926-44 0.1 ee ee eee 210.9 5.0 2.0 7 
1945-61 10.6 0 | 13.0 10.0 13.4 11.8 10.2 
1926-61 | 5.2 5.3 | 8.5 4.2 9.4 67 = 
| | 


*Except where specifically stated all average annual rates of increase in this chapter have 
been calculated by the compound interest formula applied to the terminal points. 


SouRCE: Based on Table 11-1. 


That the trend rate of growth of spending on health services has 
been dissimilar to food, clothing and other non-durable goods, but similar 
to most services can be seen from Tables 11-8 and 11-10. Thus spending 
on food grew more rapidly in the period before 1950 than it did in the decade 
of the nineteen fifties as did clothing and personal furnishings; but transporta- 
tion expenditures grew most rapidly in the post-war period as did expendit- 
ures for shelter. A pattern of spending emerges which indicates that in 
the pre-war and war periods, expenditures on non-durable goods such as 
clothing and personal furnishings grew much more rapidly than expenditures 
on durable goods such as automobiles, household appliances, radio and tele- 
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vision sets or on services such as health, education, recreation, entertainment 
and travel, while the reverse has been true in the post-war period. In the 
years 1926 to 1944 spending on non-durable goods grew at a trend rate of 
4 per cent, expenditures on services generally at 2.3 per cent, personal health 
services at 2 per cent and durables at only 0.8 per cent. In the post-war 
period, expenditures on durables grew the most rapidly at 13.6 per cent, 
followed by personal health services at 11.8 per cent, services in general 
at 9.2 per cent and non-durables at 6.8 per cent. Since 1957 expenditures 
on services have continued to grow more rapidly than either durable or 
non-durable goods, 6 per cent compared to 4 per cent. 

The causes of the lag in spending on services generally are not our 
concern but it is important to recognize that in the depression period, when 
income fell off notably, available income had to be devoted to the bare 
necessities needed to maintain life in the Canadian climate; new homes, cars, 
refrigerators, stoves, travel, higher education and health services beyond the 
absolute minimum, remained as needs that could not be transformed into 
demand. Even family formation was postponed as jobs were hard to find 
and the number of children limited among established households when 
another child competed with a reasonable standard of living for the first or 
second child. In the war and immediate post-war periods, though employ- 
ment and income increased, dislocations such as service life, rent controls, 
price controls, shortages of cars and durables, shortages of hospital beds in 


TABLE 11-10 AVERAGE ANNUAL PERCENTAGE CHANGE IN PERSONAL 
EXPENDITURES ON SELECTED CATEGORIES OF EXPENDITURES, 
CANADA, SELECTED PERIODS, 1926-1962 


Personal 
Period Health Durable Non-Durable Services 

Canes Goods Goods 
1926-29 Se ho te nee 5 PS 12 5 
1930-34387 ei eee en: —9 —10 —6 —7 
1935-30 sb ee ccel eres ns Sey 5 7, 4 5 
OA AA eee see eee 5 2 12 1 
T9AS Owe eee 15 30 12 10 
195025403 Sea eee eS 11 12 5 lf 
1OS3S259 Ares ee eee 12 5) 6 9 
1957-62 2 ere ee ee — 4 4 6 
1926244 Bete eo ee 2.0 0.8 4.0 255 
LO4526] ee eee tees 11.8 13.6 6.8 9.2 
1926-61 career sees 6n7 7.0 >a: 4.3 


Source: Based on Table 11-9 and Dominion Bureau of Statistics, National Accounts, 
Income and Expenditure, 1926-1962, Ottawa: Queen’s Printer. 


COST OF HEALTH SERVICES 443 


some regions and professional manpower, led to restrictions on purchases 
of certain goods and services, while commodities in relatively abundant supply 
such as foodstuffs and clothing could be purchased with only slight difficulty. 

Once basic needs were satisfied, and with income still increasing, 
Canadians were ready to shift their expenditures from food and clothing to 
homes, automobiles, stoves, refrigerators, washing machines and television 
as well as to foreign travel, education and health, and when the demand 
for durables became temporarily saturated, to buy even more services. This. 
latter process was slowed down by a desire for more completely processed 
foods, to buy the improved cars, freezers, automatic washers, dryers, air- 
conditioning units and a host of other consumer durables that came on the 
market as a result of technological advances and consumer desire to benefit 
from the fruits of economic progress, but it continues to remain at a signif- 
icantly high level. 

The service component in the consumer budget thus has become 
more and more important in the past decade. Its increasingly greater relative 
role represents, however, primarily the re-establishment of a pattern that 
existed before the nineteen thirties and which was distorted by the depression 
and World War II. In 1926-29, the volume of services measured in 1957 
dollars accounted for 36.2 per cent of the consumer dollar. In 1960-62, 
despite their rapid post-war growth, they accounted for only 36.7 per cent. 
The shift towards expenditures on services that has occurred in the post-war 
period to a substantial degree represents a “‘catching-up” as it were with 
the long-term relationship between expenditures on services and personal 
income. The relationship between services and other categories of spending 
that characterized the consumers’ budget nearly thirty year ago has been re- 
established. It may well be that this trend will continue into the future since 
a wealthy society may decide to take an increasing proportion of its real 
income in services rather than commodities. This shift, however, is unlikely 
to be rapid, or substantial since the increased rate of family formation 
expected in the second half of the nineteen sixties, along with a propensity 
of families to improve their standard of housing and ownership of cars, will 
create a demand for consumer capital which could well grow at a more 
rapid rate than consumer demand for health and educational services for a 
period of time. 


Factors Contributing to the Long-term Trends in Health Spending 


Canada’s historical record therefore suggests that consumer spending 
of all kinds rises with income, but that the trend rate of growth of spending 
on individual goods or services, or categories of goods and services, may 
vary in the short run since it depends on a great many more variables tham 
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disposable income. Expenditures on durable goods are influenced by the 
stock and the age of assets and the readily available credit of consumers; 
while political crises, weather, advertising, the steady stream of product 
innovation and changes in the taxation and other fiscal policies of govern- 
ments, affect not only spending on durables but all other items as well. Yet 
the historical record suggests that shifts in consumer spending have been 
remarkably small. Divergences from the long-term relationships have devel- 
oped, but ultimately a movement back to the trend relationship has come 
about. In the realm of consumption this is to be expected since to a large 
extent we do not wish to consume only food or clothing or shelter or health 
services, but some mixture which satisfies our varied desires within the 
constraints set by our budgets. The products of each industry might well be 
considered as passing through three stages of demand: a “luxury” demand, 
a subsistence or culture need, and finally a demand that depends essentially 
on the growth of population and real per capita income.’ This does not mean 
however, that the “normal” proportion of GNE that is devoted to food or 
to health is fixed or that consumers will always, in the long run, spend a 
given proportion of their disposable income on some specific category of 
consumption. What it does mean is that if the trend rate of growth of spending 
on some item grows more rapidly in the short run than the growth of income 
generally, that sooner or later this growth rate will taper off. This is true 
for health expenditures as it is for goods and services in general. Health 
services, generally, are not wanted for their own sake. There is a limit to the 
amount of physicians’ care, dental care, hospital services and prescribed 
drugs that the average citizen will consume even if such services were com- 
pletely free. Engel’s law surely applies to health services just as much as 
it does to basic food. 

Yet given that consumer spending has increased as personal disposable 
incomes have risen, and given that spending on services generally has risen 
more rapidly than other categories of consumer spending, there can be no 
doubt that expenditures on health services have risen more rapidly than 
would be warranted by a generalized “catching-up” theory, especially since 
recently they have increased particularly rapidly compared with certain 
other goods and services for which the consumers’ appetite is not yet satiated. 
Here we must examine the forces that have significantly affected health 
expenditures, that is the taxation-subsidy policies of Canadian governments, 
and the widespread development of public and private health insurance 
programmes. 

The general policy of Canadian governments, that excludes health 
services, though not prescribed drugs, from sales tax; along with the policy 


1 For further discussion, see Brown, T. M., op. cit., Chapter 2. 
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of the Government of Canada that permits certain medical expenses to be 
deducted from taxable income; by themselves have tended to shift personal 
consumption towards health care and away from other goods and services 
that are taxed. Further, the development of private health insurance pro- 
grammes, many of them subsidized by employers out of tax-free funds; along 
with the recent growth of public welfare programmes which provide free 
medical care, dental care, prescribed drugs and home nursing care for the 
indigent and low income groups, has enabled a growing number of Canadians 
to receive the health care they need without reference to their incomes or 
their savings. We have described the expansion of these programmes in more 
detail in Chapter 10 of this Report. 

Income maintenance programmes such as old-age assistance, old-age 
security and family allowances, have provided additional income for those 
individuals and families who are likely to have higher health expenditures 
than those who do not receive such payments. Finally, and most significantly, 
the increasing provision of hospital care for the tuberculous and the mentally 
ill by the provinces, the introduction in 1957 of the National Hospital 
Insurance Programme and increasing out-patient diagnostic and treatment 
services by some provinces, has made it possible for nearly all Canadians 
to receive the hospital care they need, providing they can obtain physicians’ 
services from their own resources or through other means. 

Disposable income has been rising, but the transfer payments that 
have counted for a larger share of personal disposable income each year, 
have been provided not in the form of cash but in the form of health care. 
To the extent that this involves a subsidy from one group to another, the 
subsidy has taken the form of a direct provision of health services, while in 
other cases, individuals consume health services which they otherwise might 
not have done if left to their own devices. With incomes higher, and greater 
awareness of the benefits of health care, the demand for health services has 
remained at a high level up to the present. Subsidies made it possible for 
Canadians to obtain health services that otherwise they might not obtain for 
many years until the incomes of very low income groups had increased suf- 
ficiently to permit them to purchase them. In short they speed up that day 
when no one will be deprived of the health services they need through lack 
of resources. 

If personal real income were to double over the next generation we 
can expect that most Canadians could purchase the health services they need 
provided the prices of such services do not rise considerably more rapidly 
than other prices. Subsidized health services have the effect of making the 
achievement of this situation possible that much sooner. The rising expendi- 
tures that accompany this demand are, in essence, the concentration of in- 
creased demand in a shorter period of time. They will ultimately turn down 
at some future date. 
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FURTHER DETERMINANTS OF SPENDING ON 
HEALTH SERVICES 


Population, Volume, Quality and Price 


We have examined the long-term trend in total health expenditures 
as well as the fluctuations in this long-term trend, and we have outlined the 
demand factors that have led to a substantial increase in spending in the 
post-war decade. Since we wish to project future spending on the basis of 
spending on specific health items, as well as total spending, it is useful to 
examine the trend rate of growth of spending on individual health items, and 
particularly to examine some further determinants of such spending; that is 
the effect of the supply of health personnel and capital on the prices of health 
SEIVICES. 

In this analysis it is convenient to attribute the growth of Canadian 
spending on health services to four major factors: changes in population, 
changes in the per capita purchases of health services reflecting the volume of 
health care consumed, changes in the quality of health services and changes 
in the price of such services. Given the state of our knowledge, the measure- 
ment of the contribution of each of these factors is a difficult task. Hence our 
estimates should only be considered as a reasonable quantitative approxima- 
tion of the various factors involved. 

Briefly, if we assume that the quality of service remains unchanged 
over time, then the amount spent on health will change directly with changes 
in total population, per capita consumption and prices. For example, if 
population grew at the rate of 2 per cent a year, per capita consumption at 
the rate of 2 per cent a year and prices on the average rose at 2 per cent a 
year, then total spending on health would rise by approximately 6.12 per cent 
a year; the result of multiplying an index of population change, by an 
index of quantity change, by an index of price change.t Conversely, if we 
know total expenditures, population growth and price change, we can calculate 
what has been the rate of growth of real per capita consumption. We can 
roughly estimate what has been the increase in the average volume of services 
received by every Canadian within some specific time period. To this end 
we have prepared estimates of the historical spending on health services on 
a per capita basis which eliminates the effect of population change and on a 
constant (1957) dollar basis which eliminates the effect of price change. Per 
capita constant (1957) dollar estimates of spending on health services then 
approximate the volume of health services actually received by the average 
Canadian in the period under review. 





1¥For example, 102 * 102 x 102 = 106.12. 
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The elimination of the effects of population growth on health expendi- 
tures presents no particular conceptual problem. The same cannot be said 
for the elimination of the effects of price change. In the process of measuring 
the volume of output our technique has been to divide current expenditures 
on health services by current prices and then to revalue this indirect estimate 
of volume in the prices that existed in 1957. Thus estimates of the volume 
of health services are called constant (1957) dollar estimates since the 
prices used in each year were those of 1957. Yet there is a good deal of 
difficulty in eliminating current price change because an increase or a decrease 
in price may indicate something other than pure price change. In other words, 
prices may change because output in some way has changed; because the 
quality of output is different from what it had been in an earlier period.’ 

In the field of health services significant changes in quality have 
occurred, particularly with respect to the type of hospital care received, 
physicians’ services, and prescription drugs. For example, if the price of a 
physician’s office call were to rise by 20 per cent, while for any specific 
illness the number of office calls needed fell by 50 per cent, our estimates 
would show that spending on physicians’ services rose because the price of a 
service had risen while if the output priced was a cured illness, instead of an 
office call, the quality improvement would be such as to justify the claim that 
the price had actually declined. If through the use of better equipment, new 
materials and ancillary personnel, the provision of a denture for a patient 
takes much less time and gives greater satisfaction, even if the price of den- 
tures or a dentist’s office call rises, the rise in price may be more than offset 
by the improvement in quality. Similarly the price of a specific operation may 
have gone up because it now requires a team of highly skilled personnel and 
a large quantity of equipment, but if the patient now survives while 30 years 
ago the chances were that he would die, is it justifiable to claim that the price 
of the operation has risen or, that in real terms, it has fallen? The same, of 
course can be said about many drugs; they cost more and they cause the 
index of drug prices to rise, but they yield far superior results than the lower 
priced drugs they replace. 

The measurement of the change in the price of hospital care also 
involves many difficulties. Over most of the period, price change has been 


1 For example, if 1,000 cars had been produced in 1950 and each car sold for $2,500 then 
the value of output would have been $2.5 million. In 1963 if the output of cars was still 1,000 
but the price had risen to $3,000, total expenditures on cars would have risen to $3 million and 
it might be said that this increase in expenditure was due solely to price change. In actual fact 
we cannot say with certainty that the volume of output has remained constant and prices risen 
by 20 per cent, since the 1963 car may have more power, more style, more economy of opera- 
tion, more durability and offer more consumer satisfaction generally. The quality of output 
has risen and more than compensated for the increase in the price. The 1963 buyer gets more 
car for his money than did the 1950 buyer and any measuring device that fails to take account 
of quality change can seriously overestimate the extent of pure price change and underestimate 
the true growth of output. 
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TABLE 11-11 IMPLICIT PRICE INDEXES SELECTED HEALTH 


EXPENDITURES AND OTHER ITEMS, CANADA, 1926-1961* 


(1957= 100.0) 
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TABLE 11-11 IMPLICIT PRICE INDEXES SELECTED HEALTH EXPENDI- 
TURES AND OTHER ITEMS, CANADA, 1926-1961* (Concluded) 


(1957 = 100.0) 
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1956 96207) 940 Gt 89350" 95.04) OF S| 9707) 94 S- |) 95.1) 9656 497.0 
1957 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
1958 | 106.0 | 104.5 | 103.5 | 104.0 | 103.5 | 102.0 | 103.5 | 101.1 | 102.0 | 102.0 
1959 | 108.0 | 108.0 | 107.0 | 106.0 | 108.0 | 105.0 | 106.5 | 104.6 | 105.1 | 104.0 
1960 | 109.0 | 113.0) 109.07) 109.0 | 111.5 | 107.5 | 108.5 |-108.0 | 107.4°|. 106.0 





1961 | 111.0 | 114.5 | 111.0 | 110.0 | 106.6 ee act 110.1 | 108.4 | 106.3 


*Implicit price index used to deflate expenditures in ‘‘other services’? was index of prices of 
physicians’ services. Index used to deflate administrative costs of health insurance was the index of 
GNE. Implicit price indexes have been rounded to the nearest half percentage point except for 
Government Expenditures on Goods and Services and Business Capital Formation. 

tDeflated by using the implicit price index for Business Gross Fixed Capital Formation. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964, Dominion Bureau of Statistics, National Accounts, 
Income and Expenditure, 1926-1961, and supplementary data. 


eliminated in our estimates by measuring the changes in price of a day 
of hospital care although for the period from 1955 the deflation has been 
carried out by holding the prices of labour, materials and other inputs 
constant at 1957 levels. But both of these techniques eliminate any possible 
increase in productivity, of increased output from the same amounts of re- 
sources. A rise in the price of a day of hospital care may be the con- 
sequence of a greater concentration of diagnostic and therapeutic procedures 
in the first few days of care combined with a significant decline in the number 
of days of care required for a given illness. Yet this improvement in quality, 
in real output, would not be fully reflected in the type of measurement 
available to us and consequently the increase in the price of hospital care 
would tend to be overstated. On the other hand, if one now has to queue for 
a hospital bed where formerly these were available immediately on payment 
of a per diem rate it could be argued that the quality of hospital care has 
deteriorated and the real price of a day of hospital care has risen substantially 
more than that indicated by the price index. 
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Price indexes themselves, which are used to convert total expendi- 
tures into a measure of the volume of output or consumption, are not free 
from error. The prices upon which they are based may not be completely 
representative of all the health services purchased and they may not reflect 
fully the prices of all transactions that relate to the specific services priced. 
In short, we cannot emphasize too strongly that until the problem of meas- 
uring quality change of health care can be dealt with more effectively and 
until a larger number of health services and commodities are priced, that all 
estimates of the trends in price and volume of health services and com- 
modities presented in our study must be considered what they are: a first ap- 
proximation of trends. For our purposes, the estimates are adequate to il- 
lustrate the changing elements in the health care efforts of Canadians. 


Population Increases and Health Spending 


It is to be expected that health expenditures will increase as population 
increases since more children are born, more people fall ill, more people 
die, all of which require health services in our society. Since the Canadian 
population nearly doubled between 1926 and 1961, rising from 9.5 million 
to 18.2 million, it might be expected that expenditures on health services, 
assuming everything else remained constant, would also double. In addition, 
however, as the life span of Canadians has been extended, the proportion of 
the elderly in the population has risen from 4.8 per cent in the early nineteen ~ 
twenties to 7.8 per cent of the population in 1961. This increase in the pro- 
portion of elderly now is slowing down, but the effect has been to increase 
that part of the population which is more prone to serious illness and thus to 
need more health services. We have already referred to the rise in the inci- 
dence of certain diseases that have been associated with the aging of our 
population and we have provided estimates of the costs of some of these 
diseases for the year 1961.1 It has not been possible to estimate the impact 
of the aging structure of the population on total health expenditures but 
it is believed, in view of the magnitude of the percentage increase, that it 
has not been very substantial. There has also been a shift in the structure of 
the population in recent years to the very young who are also relatively heavy 
users of health services, but again the impact of this change on health services 
is not known. 

The impact of total population increase on spending on health care 
can be seen in Table 11-15. Over the thirty-five year period 1926-1961, when 
expenditures on personal health services grew at a trend rate of 6.7 per cent, 


1 See also Chapter 5. 
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TABLE 11-12 EXPENDITURES ON PERSONAL HEALTH SERVICES IN 
CONSTANT (1957) DOLLARS, BY TYPE OF EXPENDITURE AND 
PERCENTAGE OF GROSS NATIONAL EXPENDITURE (GNE) AND 
TOTAL PERSONAL EXPENDITURES SPENT ON PERSONAL 
HEALTH SERVICES, CANADA, 1926-1961 
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1945 120.2 | 47.4 | 319.6 | 39.2 |16.5 | 542.9 | 4.3 | 2.64] 31.6 | 574.5 [4.5 |2.79 
1946 1134.1 | 56.8 | 347.5 | 43.9 |21.4 | 603.7 | 4.3 | 2.99 | 36.5 | 640.2 [4.6 [3.17 
1947 |135.3 | 59.2 | 367.4 | 50.7 |23.5 | 636.1 | 4.5 | 3.11] 37.3 | 673.4 [4.7 [3.29 
1948 1139.2 | 58.8 | 384.0 | 49.4 |24.7 | 656.1 | 4.7 | 3.15 | 37.8 | 693.9 [5.0 [3.33 
1949 1152.8 | 59.6 | 403.5 | 49.0 |26.9 | 691.8 | 4.7 | 3.20] 39.6 | 731.4 |5.0 [3.38 
1950 1174.5 | 62.5 | 431.2 | 51.0 |29.5 | 748.7 | 4.8 | 3.24 | 42.6 | 791.3 |5.1 [3.42 
1951 185.9 | 64.3 | 447.4 | 50.4 |29.1 | 777.1 | 4.9 | 3.17] 45.7 | 822.8 [5.2 [3.35 
1952 193.1 | 66.8 | 471.3 | 49.4 |31.9 | 812.5 1 4.8 | 3.06 | 49.0 | 861.5 [5.1 [3.25 
1953 |196.0 | 69.6 | 487.0 | 50.0 |35.3 | 837.9 | 4.8 | 3.04] 51.4 | 889.3 [5.0 [3.23 
1954 |204.4 | 74.5 | 517.0 | 54.2 [38.4 | 888.5 | 4.9 | 3.33 | 54.5 | 943.0 /5.2 [3.53 
1955 |221.2 | 74.1 | 531.0 | 58.9 142.6 | 927.8 | 5.0 | 3.19 | 61.4] 989.2 |5.3 [3.41 
1956 |250.7 | 87.0 | 560.7 | 67.9 /41.3 {1,007.6 | 5.1 | 3.20 | 73.5 |1,081.1 [5.5 [3.43 
1957 |269.2 | 87.3 | 586.7 | 70.0 [44.9 |1,058.1 | 5.2 | 3.31 | 84.5 [1,142.6 [5.7 [3.58 
1958 |279.8 | 93.7 | 617.6 | 80.5 149.4 |1,121.0 | 5.4 | 3.47 | 87.4 [1,208.4 5.8 |3.74 
1959 |302.0 | 92.5 | 688.6 | 87.8 |60.4 {1,231.3 | 5.6 | 3.69 | 93.0 |1,324.3 |6.1 |3.97 
- 1960 1324.0 |100.3 | 757.2 | 96.0 |62.1 {1,339.6 | 6.0 | 3.92 | 96.4 |1,436.0 |6.4 [4.21 
1961 1344.1 |103.7 | 836.0 [103.3 |67.1 |1,454.2 | 6.3 | 4.15 |104.5 |1,558.7 |}6.7 |4.45 





Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 
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TABLE 11-13 PER CAPITA EXPENDITURES ON PERSONAL HEALTH 
SERVICES IN CONSTANT AND PERCENTAGE OF GNE (1957) 
DOLLARS, BY TYPE OF EXPENDITURES, CANADA, 1926-1961 
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1949 | 11.36 | 4.43 | 30.01 | 3.64 | 2.00 | 51.45 | 3.20 | 2.94 | 54.39 | 3.38 
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1959 | 17/27 | 5.29 | 39.39 | 5.02 13.45 | 70.42 19.69 | 5.32 | 75.94u) 397 
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Source: Table 11-12. 
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population growth accounted for 1.9 percentage points—-approximately 30 
per cent of total growth. This, of course, is a sizeable contribution but its 
effect was most significant in the period before 1945 rather than in the post- 
war period. Thus in the years 1926-1944, when the trend rate of growth of 
total spending was 2 per cent a year, 1.3 percentage points (almost two- 
thirds of total growth) was attributable to population change. In the years 
1945-1961, although population increase now accounted for 2.6 percentage 
points, it only accounted for about one-quarter of the total growth rate of 
11.8 per cent. 


Health Expenditures Per Person 


Per capita expenditures on personal health services have increased 
rapidly over the whole period 1926 to 1961 both because average consump- 
tion has increased and because the prices of individual health services have 
risen. As noted in Table 11-2, over these thirty-five years the value of per- 
sonal health services received by each Canadian rose fivefold from $17.59 to 
$88.41, while, if prescribed drugs are included, the sum amounted to $94.52 in 
the latter year. 


The propensity of individual Canadians to use increasing amounts of 
hospital care, physicians’ and dentists’ services, prescribed drugs and other 
health items each year has led to the growth of average per capita consump- | 
tion of health services accounting for approximately the same proportion 
of the growth rate in the pre-war and post-war period (between 35 and 40 
per cent). There has been, however, a striking increase in the consumption of 
health services after the war since, as shown in Table 11-17, in the period 
1926-1944, the average Canadian received each year only 0.7 per cent more 
health services, while in the post-war period the annual average increase 
in volume of services amounted to 3.7 per cent. The output of the health 
services industry as well as real per capita consumption can be seen 
from an examination of Tables 11-12 and 11-13 which present the constant 
(1957) dollar or volume estimates for total and per capita consumption of 
various personal health services. Between 1926 and 1961 the total real out- 
put of the industry increased nearly fourfold from $346 million to $1,454 
million, and per capita consumption rose from $36.65 to $79.74, indicating 
that the average Canadian more than doubled his consumption of personal 
health services during this period while his expenditures were increasing 
about fivefold. If prescribed drugs are included in personal consumption, total 
real output almost tripled in the post-war period rising from $575 million to 
$1,559 million, or to 4.4 per cent of GNE. In per capita terms, the increase 
was from $47 to $85. The inclusion of general and public health services, 
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along with capital expenditures on hospitals, as shown in Table 11-14 would 
raise total real health spending in 1961 to $1.814 million or to 5.2 per cent 
of GNE. In per capita terms to $99.44.1 


Prices of Health Services 


Prices of health services, as seen from Tables 11-11 and 11-15, 
experienced little over-all change in the period 1926 to 1945, rising slowly to 
1929, declining until 1934 and only achieving their previous peak, on the 
average at the end of World War II. From 1945 the prices of all health services 
have risen steadily and have accounted for about 5 percentage points of the 
total growth rate of personal health spending or almost 45 per cent. It is note- 
worthy though, that while the index of the prices of personal health services 
- rose from around 50 in the immediate pre-depression period to 100 in 1957, 
the implicit price index for GNE also rose by approximately the same amount. 

Although the average price of health services has risen rapidly, the 
- rate of increase has been slowing down, particularly in the last few years, as 
is evident from Table 11-16. Over the period 1945-1949 to 1957-1961, in each 
five-year period the contribution of price increase to the growth rate of 
total spending on health services has diminished and the contribution of per 
capita consumption has tended to increase. In the years 1950-1954, of a total 
increase of 10.9 per cent a year, the rise due to price change was 5.7 percent- 
age points. In the period 1957-1961, out of a total growth rate of 10.3 the rise 
due to price change was 2.5 percentage points. 

We have examined the major factors that have influenced directly 
the growth of spending on health services and we have noted the changing 
significance of each of these over the past generation. Even without any 
change in prices or individual consumption, over the period 1926-61, total 
expenditures would have risen by almost 2 per cent each year as our 
population has grown, and combined with increasing per capital consump- 
tion, would have risen by 4.2 per cent a year. In the post-war period rising 
prices have, it is true, contributed heavily to the increase of spending, but 
population growth and higher per capita consumption together accounted for 
an average rise of 6.4 per cent a year, and, if prescribed drugs and public 
health services were included, the percentage would be even higher. Taking 
a long-run view, and in view of the subsidies to health, the increases in 
per capita consumption and price level of health services have not been 
substantially larger than for other types of consumption and other prices, 

a development which concentration on the post-war behaviour of health 





1 Although there is insufficient data to calculate real expenditures on research, health 
education and health education facilities, it is likely that the real outlays on these items in 
1961 did not exceed $20 million or the equivalent of 0.2 to 0.3 per cent of GNE and would not 
have changed the latter in any significant way. 


456 THE EXISTING HEALTH SERVICES COMPLEX 


spending tends to obscure. As can be seen from Table 11-17 the trend rates 
of growth of both per capita consumption and the prices of health services 
over the period 1926-1961 are fairly close to those for GNE and total personal 
spending, and it is the post-war experience that accounts for the difference. 


TABLE 11-15 ESTIMATED CONTRIBUTIONS TO THE GROWTH RATE OF 
TOTAL SPENDING ON PERSONAL HEALTH SERVICES AND HOSPITAL 
CAPITAL, CANADA, SELECTED PERIODS, 1926-1961 











(percentages) 
Per Capita 
Period Population Price Con- Total 
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Personal Health Services Excluding Prescribed Drugs 
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Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


TABLE 11-16 ESTIMATED CONTRIBUTIONS TO THE GROWTH RATE OF 
TOTAL SPENDING ON HEALTH SERVICES AND HOSPITAL CAPITAL, 
CANADA, SELECTED QUINQUENNIA, 1945-1961* 











(percentages) 

Per Capita 
Period Population Price Con- Total 

sumption 
145249 ee tadeceweer a eee ee cae ead 7.4 5.4 1623 
LOSS 4 eee he teak Zak Saf Die 10.9 
1955209-> skid ethan tha siesta: ah 3.9 ae 10.4 
TOD 26 [Mgento cess ect ease 2.4 2D at 10.3 
UE og UE nO Riele alte tah Se a0 4.9 3.9 11.8 











*Includes estimated expenditures on public health services for the year 1945 not included in 
Table 11-18. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 
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EXPENDITURES ON INDIVIDUAL HEALTH SERVICES 


What is true of total health expenditures is also true of spending on 
individual health services. Tables 11-1 and 11-9 show the varying rates at 
which expenditures on individual health services have increased over the 
period 1926-1961. Outlay on hospital services rose from $52 million to $924 
million; physicians’ services from $65 million to $383 million; dentists’ 
services from $19 million to $119 million; other services from $27 million to 
$115 million and the administrative costs of health insurance from $3 million 
to $72 million. Between 1945 and 1961 expenditures on prescribed drugs! 
rose from roughly $23 million to $111 million while from 1947 to 1961, 
public health expenditures increased from $21 million to $105 million. 
Expenditures for the administrative costs of health insurance and for hospital 
services grew the most rapidly, over eight per cent each year, expenditures on 
physicians’ and dentists’ services grew at a somewhat lesser rate, a little more 
than five per cent a year, while other expenditures grew at a rate of slightly 
more than four per cent. 

There were, of course, fluctuations around the long-term trend of 
spending on various services. Expenditures on physicians’ services rose to $77 
million in 1929 but fell to less than half this amount by 1934, and did not 
surpass the previous peak expenditure until 1946, 17 years later. Expenditures 
on dental and other health services fell by about 50 per cent during the de- 
pression and expenditures on dentists’ services regained their previous peak 
level by 1943, expenditures on other health services did not reach this level 
until 1947. Expenditures on hospital services declined but slightly in the 
depression period, quickly recovered and surpassed their previous peak 
level in 1934. Since the end of the war spending on all health services 
increased at a rapid rate. Table 11-9 also provides evidence relating to the 
differing trend rates of growth in the various sub-periods. Thus in both the 
pre-war and post-war periods, hospital expenditures and the administrative 
costs of health insurance grew the most rapidly, while expenditures on 
physicians’ services and dentists’ services have experienced a rapid rate of 
increase only in the post-war period. 

These changes in the rate of growth of expenditures on individual 
health services have not been the same for all health items, and this has been 
reflected in the changing pattern of consumer expenditures on health serv- 
ices (see Table 11-3). In 1926, physicians’ services accounted for the largest 
share of the consumer dollar (39 per cent) followed by hospital services (31 





1 Prescribed drugs as shown in Tables 11-1 and 11-9 cover pharmaceuticals purchased on 
a physician’s prescription from retail outlets. Thus the data exclude prescribed drugs supplied 
in hospitals, by other institutions and by physicians directly. Hence these data on prescribed 
drugs referred to above cover a smaller area of prescribed drugs than the estimates presented 
in Chapter 9 which relate to all prescribed drugs. 
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per cent), other services (16 per cent), dentists’ services (12 per cent), and 
the administrative costs of health and sickness insurance (two per cent). 
Between 1930 and 1934 the percentage of the consumer dollar spent on 
medical, dental and other health services fell from 66 per cent to 50 per cent 
and hospital expenditures rose to 48 per cent. There was a slight reversal of 
this trend in the period 1935-42 when expenditures on physicians’ and 
dentists’ services expanded more rapidly than hospital expenditures, but from 
that date down to 1954 the proportion of the consumer dollar going to 
physicians’ services contracted, while the proportion going to hospital services 
expanded. By 1954, hospital expenditures accounted for almost 57 per cent 
of expenditures as against 24 per cent for physicians’ services. The contrac- 
tion of spending was also marked in dentists’ and other services which had 
declined to 8.4 per cent and 6.3 per cent respectively in 1954. 

In 1954 this long-term shift was temporarily reversed but resumed 
again in 1959, and by 1961 hospital expenditures accounted for 57.3 per 
cent of total spending on personal health services, and physicians’ services 


TABLE 11-17 AVERAGE ANNUAL PERCENTAGE CHANGES IN 
EXPENDITURES ON PERSONAL HEALTH SERVICES, TOTAL 
PERSONAL EXPENDITURES AND GROSS NATIONAL 
EXPENDITURES IN CURRENT AND CONSTANT 
(1957) DOLLARS, CANADA, SELECTED 
PERIODS, 1926-1961 


OO 2 a eee 











Expenditures on Total 
Personal Health Services* Personal Expenditures 
Total Per Capita Total Per Capita 
Period Expenditures Expenditures Expenditures Expenditures 
Constant Constant Constant Constant 


Current Current Current Current 
(1957) (1957) (1957) (1957) 
Dollars Dollars Dollars Dollars Dollars Dollars Dollars Dollars 


a ae 


1926-29 Dal 325 3.0 iF Ss) he 8.9 Jo2 ay 
1930-34 —9.2| —4.3.}.—10.7 et —8.2|} —2.8 ae) —4.1 
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1945-49 14.7 6.2 11:5 3.4 11.9 het Sag 0.9 
1950-54 10.6 4.4 Uf) 1.6 7.6 Shots 4.7 1.0 
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* Excludes prescribed drugs. 


COST OF HEALTH SERVICES 459 


TABLE 11-17 AVERAGE ANNUAL PERCENTAGE CHANGES IN 
EXPENDITURES ON PERSONAL HEALTH SERVICES, TOTAL 
PERSONAL EXPENDITURES AND GROSS NATIONAL 
EXPENDITURES IN CURRENT AND CONSTANT 
(1957) DOLLARS, CANADA, SELECTED 
PERIODS, 1926-1961—Concluded 


Gross National Expenditure 


Total Expenditures Per Capita Expenditures 
Period : 
Current ero : Current era ! 
Dollars ( Dollars 
Dollars Dollars 
1926-29 6.0 6.1 3.9 4.0 
1930-34 —9.5 —4.8 —10.9 —6.4 
1935-39 6.9 5.6 5.8 4.6 
1940-44 15.1 9.9 13.8 8.5 
1945-49 8.4 1.3 5.4 —1.4 
1950-54 8.4 3.6 S53 1.0 
1955-59 6.5 3.4 3.1 0.8 
1957-61 3.9 D2 1.6 0.0 
1926-44 4.7 4.2 3.4 2.0 
1945-61 1.4 3.4 4.7 1.1 
1926-61 5.8 Dal 3.9 1.7 


Source: Based on Tables 11-1 and 11-12; and Dominion Bureau of Statistics, National 
Accounts, Income and Expenditure, 1926-1962, Ottawa: Queen’s Printer. 


23.8 per cent. If prescribed drugs are included in total expenditures, in 1961 
these amounted to 6.5 per cent of total spending while hospital expenditures 
amounted to 53.6 per cent and expenditures on physicians’ services to 22.2 
per cent. The growing percentage allocated to hospital care reflects the 
important role of hospitals in modern medical practice as well as the intro- 
duction of the National Hospital Insurance Programme which enabled many 
Canadians to obtain hospital care not previously available. 


Health Resources and Health Spending 


We have already referred to the continued increase in spending on 
health services when expenditures on certain other services have tended to 
slow down and we have attributed this development partly to the special 
factors that have affected the demand for health services. It must also be 
recognized that the behaviour of the supply of health services, through its 
effect on the price of health services, has influenced the rate of increase in 


74563—31 
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total spending. In the face of a sustained high demand for health care, the 
price of individual health services has depended on the ease with which the 
supply of particular health personnel and capital equipment could be 
expanded and the possibility of making more effective use of existing health 
resources. 

Generally speaking, as long as supply can expand at the same rate 
as demand, the prices of services will tend to change but little, and per 
capita spending on health services would increase mainly as personal con- 
sumption rose. If supply tends to lag behind demand, then providing there 
are no price controls or rationing by queues, prices are likely to rise 
sufficiently to allocate these scarce resources amongst all those who wish 
to obtain them. Given the length of time it takes to expand the supply of 
professional personnel and the stock of capital of the health industry, it 
is not then surprising that the prices of health services and thus expenditures 
on health services tend to rise even more rapidly when demand is also 
growing rapidly. 

We turn now to an examination of the variations in price and per 
capita consumption of individual health services. Bearing in mind the 
limitations of the data particularly for the pre-war period, it appears from 
Table 11-18 that per capita consumption of hospital care increased between 
1926 and 1944 while per capita expenditures in real terms on medical and 
other health services declined. Per capita consumption of dental services | 
appears to have increased though the extent may be less than the data 
indicate because of the limited statistics available on prices of dental services. 
The increased consumption of hospital services amounted to about 2 per cent 
a year while the decrease in consumption of medical services was of the 
order of 1.3 per cent a year. In the post-war period, the per capita consump- 
tion of all services has risen substantially with prescribed drugs increasing at 
about 5 per cent a year, medical services about 4 per cent, hospital and 
other services about 3.5 per cent and dental services about 2.2 per cent. 

Except for hospital care which rose by 1.2 per cent and dentists’ 
services which fell by 2.1 per cent, the prices of health services showed little 
over-all change in the period 1926-44. In the post-war period, the price of 
hospital services has risen the most rapidly at around an annual average 
rate of 6.5 per cent a year, while prices of dentists’ services have increased at 
a trend rate of 3.9 per cent, prices of physicians’ services around 3.5 per cent 
and prices of prescribed drugs around 2.3 per cent. Since the trend rate of 
growth of the prices of all services has risen at a rate of 3.9 per cent a year 
in the post-war period, the price of government services (as measured by the 
increase in price of the goods and services purchased by governments) by 
4.6 per cent, and the price of capital goods by 4.9 per cent, it is evident that 
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TABLE 11-18 ESTIMATED CONTRIBUTION TO THE GROWTH RATE OF 
SPENDING ON SELECTED ITEMS OF HEALTH CARE, CANADA, 
SELECTED PERIODS, 1926-1961 








(percentages) 
. . Per Capita Total 
; Population Price 
Period Change Change Real Growth 
Consumption Rate 
Physicians’ Services 
[Oe I 1.3 0.1 —1.3 0.1 
MOA a koh ceca ansieort, 2.6 EO 4.1 10.6 
HOZ 608 eit aienees 1.9 7 1.5 Spy 
OSA ee oor. cc scadin cesta. Ds} 4.8 3.4 11.3 
MOSM DA A. 228 4.4 ‘3 8.7 
O55 59 Sa aes Dey, Sail 555 12.4 
OSES RS ae Seen 2.4 2.6 3.9 9.2 
Dentists’ Services 
BOD CEA cose. Aenea hod Merwes 153 —2.1 Did be 
1 SYS (5 ae can en ae 2.6 3.9 PID) 9.0 
ZG Cy eee, Re £79 0.7 2.6 523 
YESS (OS Ba aa an ote Dei Se Sef 9.9 
SS Sis? a a ne ee 2.8 4.5 2.9 9.3 
COS) ei Dik 359 3.0 9.9 
| i E15) See ee Aeron 2.4 3.4 2.0 8.0 
Hospital Services 
USD GEA Oe te ds ee cn: t3 12 9 4.5 
IDLY! SSS 6S ae ae ete ee eae 2.6 6.5 3.4 13.0 
ODI 5) Ge Sen 1.9 357 IT 8.5 
ICY: So Fea reece een 2 10.8 3.4 I! 
CES DSS”. a a 2.8 Ted 1.8 12,2 
SBS SSS eee eee DET. 4.3 3.8 1h.2 
POSH AOL Slo eRe ae, 2.4 2.6 6.6 12.0 
Other Health Services | 
WODORAA oF. cocceb ces teses: £.3 0.1 —2.3 —0.9 
BOA SEO fee Bee vheok 2.6 35 3.6 10.0 
(OLS 5) ern 1.9 iT 0.6 4.2 
Prescribed Drugs 
UO AS GL ccs wtetendnes face 2.6 Zed 5.0 10.2 
MOS TeO1e ere 2.4 1.6 3. ee 
General and Public Health 
POATEGO LE ee sealhaans 2 ea | 3.0 He 
Capital Construction of 
Hospitals 
PODC-AA x Bese hase het 133 
OAD ON cscree cox sbasieesechs 26 5.0 5.8 13.9 
BO ZOSO heat Mi oss toca cas 1.9 
| 





Source: Based on Tables 11-1, 11-4, 11-5, 11-9 and 11-11. 
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the prices of health services, except for hospital services, have increased no 
more rapidly than the prices of a great many other goods and services 
(Table 11-11). 

Moreover, although the rate of increase in expenditures on individual 
health services has been high because of population growth, price change and 
increased per capita consumption, increasingly it has been the last factor 
that has tended to hold the growth rate at a high level (Table 11-18). The 
rate of increase in price has slackened off so that hospital prices which 
increased by about 11 per cent a year in the quinquennium 1945-49, by 
1957-61 were rising at a rate of only 2.6 per cent. Prices of physicians’ 
services too experienced a slowing down in the rate of growth from 4.8 
per cent a year to 2.6 per cent while prices of dentists’ services, which had 
not increased as rapidly in the immediate post-war years, continued to rise at 
about the same trend rate of 3.4 per cent. The growing importance of per 
capita consumption is indicated for most health services, with the increase 
being most marked in the consumption of hospital services, which rose from 
3.4 to 6.6 per cent; and followed by physicians’ services, 3.4 per cent to 3.9 
per cent. Only dentists’ services appear to have experienced a slowing down 
in the rate of increase in consumption from the immediate post-war period, 
from 3.7 per cent to 2 per cent a year. 


Physicians and the Supply of Medical Services 


The changes in the trend rate of growth of per capita consumption, 
given the growth of demand for health services generally, has been related 
to a large extent to the supply of health capital and personnel. For example, 
the consumption of almost all hospital services, prescribed drugs and medi- 
cal services depends on the supply of physicians and their productivity. In 
the immediate post-war period, the accelerated medical course introduced 
during the war, along with the return of physicians from the Armed 
Forces to civilian life increased the supply of physicians and permitted an 
increase in per capita consumption of medical services despite a growing 
population. Since that time three other factors have enabled an expansion of 
physicians’ services. The first was the influx of veterans into medical schools 
that enlarged the supply in the early nineteen fifties. The second has been the 
substantial number of immigrant physicians that have come to Canada since 
the mid nineteen fifties and which has more than offset the number of 
physicians moving to the United States. The third has been the increased 
output of individual physicians and the longer hours worked by physicians. 

The growth of the supply of physicians is evident in that their number 
increased by one-third between 1951 and 1961, and the physician- 





1See also Chapter 7. 
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population ratio fell from 976 persons per physician to 869 persons per 
physician between 1951 and 1961. It has also been presented to us that 
compared with the pre-war period physicians now work longer hours on the 
average with a consequent increase in the volume of medical services pro- 
vided by practising physicians per year. Equally important, it appears, 
has been the increased productivity of physicians arising from the change 
in the character of practice with greater emphasis on office or hospital 
calls and relatively lesser numbers of house calls. This trend has been 
facilitated by the greater use of cars by patients, increasing consultation by 
telephone and the improvement in health services made possible by the 
utilization of a large quantity of modern equipment and specialist personnel 
in the diagnosis and treatment of illness. Although the physician remains 
_ largely self-employed he has increased his productivity by expanding the use 
of nursing and non-professional staff in his office practice. However, he is 
almost unique in our society in that he has access to very large amounts of 
human and physical capital in hospitals, little of which he has to provide 
himself but which is provided by society at large. There are exceptions to 
this in group practice and private radiological clinics but these are still rela- 
tively few in number in Canada and the productivity of physicians has been 
substantially increased through their access to hospital facilities. Physicians 
can now see more patients each year, perform more operations, provide more 
diagnostic services; in sum to provide a growing number of Canadians with 
more medical care each year. 

The data presented in Table 11-19 support this statement. The most 
significant point brought out by the estimates is the trend, the index of out- 
put per physician.' Since in 1931 physicians were working at less than full 
capacity, part of the increased output of the late nineteen thirties and early 
nineteen forties was the consequence of utilizing more fully the time of 
professionals. Since then output per physician has continued to rise as tech- 
nical and organizational improvements produced their effects. 


Dentists and the Supply of Dental Services 


We have noted that the volume of dental services has increased less 
than either medical or hospital services. This is primarily due to the failure 
of the supply of dentists to keep up with population growth, which in turn 
was the consequence of a slow rate of increase in the output of Canadian 
dental schools and a very low rate of immgiration of dentists into Canada.” 
As an offset, as indicated in Table 11-19, productivity of individual dentists 
has been rising as practitioners use larger amounts of capital equipment, new 





1The estimates for the early period are based on partial data. They are more useful to 
reflect trends than the absolute quantities involved. 
2See also Chapter 7. 
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TABLE 11-19 ESTIMATED PRODUCTIVITY OF PHYSICIANS AND DENTISTS, 
SELECTED YEARS, CANADA, 1931-1961 























Physicians Dentists 

Year | Number Real Output Number Real Output 

of Output per Index of Output per Index 
Physicians* Physician | Number | Dentists Dentist | Number 
millions of | constant millions of | constant 
constant (1957) constant | (1957) 
(1957) dollars (1957) dollars 
dollars dollars 

1931 8,160 103.5 12,683 100 4,039 25540 MeO 25S 100 
1941 8,900 111.3 12,505 98 4,210 37.0 8, 809 140 
1951 10,750 185.9 17,293 136 4,912 64.3 13,090 208 





1961 155550 344.1 22,200 175 Syke pT MUED. f/ 17,681 281 





* Estimated number of physicians providing personal health services. Includes part-time 


private practice and salaried physicians, but excludes physicians engaged in public health 
administration, etc. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


material, and new techniques. Further, the skills of dental assistants, dental 
technicians and other personnel have enabled dentists to increase further their 
productivity even though the practice of dentistry is primarily an office 
practice. 


Supply of Hospital Services 


The consumption of hospital services similarly has been facilitated 
by a rapid expansion in the supply of hospital beds. In the immediate post- 
war period not all hospital beds were fully utilized as can be seen from the 
occupancy rates of that period and, as a consequence, the growing demand 
for hospital care could be met, to some extent, from this unused capacity. 
Capacity was also increased as a consequence of the decline in the length of 
stay of the average patient which fell somewhat over the pre-war and early 
post-war period. This decline in the length of stay ceased in the nineteen 
fifties. New construction and the rehabilitation of older hospitals also made 
available increasing numbers of hospital beds. The consequence of this 
growth in the capital stock has been that the total volume of hospital care 
has risen steadily as has per capita consumption. 


1See Chapter 8. From 1948 to 1961, admissions to hospital per 1,000 persons increased 
from 111 to 149, while days of care per 1,000 persons rose from 1,318 to 1,678. 
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At the same time, technical and scientific advances made it possible 
for hospital patients to use more diagnostic, radiological and laboratory 
services, new surgical techniques, highly effective rehabilitation services and 
social services. All of these developments increased the productivity of hospi- 
tals in terms of ability to save patients and to reduce periods of mor- 
bidity, but they all involved an increase in the supply of specialist facilities 
and professional and semi-professional personnel. The modern Canadian 
hospital has expanded to supply all of these facilities and consumers have 
been able to increase not only their consumption of hospital care in real terms, 
but more services within each day of care. Similarly the supply of profes- 
sional nurses, auxiliary nurses, laboratory technicians, physical therapists to 
name but a few, has grown at a rate sufficient to make possible the increased 
consumption of all of these specialist services. Between 1948 and 1960, the 
ratio of total hospital personnel to patients rose from 1.27 to 2.01. 

Because the number of personnel employed in hospitals relative to 
the number of patients treated has risen does not mean that hospital pro- 
ductivity has fallen. As we have noted, individual patients, on the average 
now obtain more services during an average stay and this alone would require 
more personnel for each patient. Nor should it be forgotten that the growth of 
the supply of hospital capital, both human and physical, has taken place, in 
part, in response to the need to increase the productivity of physicians. The 
relatively long period it takes to train a physician in this day of specializa- 
tion has made it necessary to economize on these scarce and expensive skills. 
As has happened in so many occupations, this has been brought about by 
the increasing use of equipment and paramedical personnel. In the health 
services industry this has meant the concentration of care in hospital (and 
to a lesser extent in physicians’ offices) where capital and personnel are 
available. The shift in spending by the consumer from physicians to hospital 
services that we have already identified was brought about by the medical 
profession itself as it attempted to meet the demands of consumers and to 
apply the results of scientific and technical advances in medicine and allied 
sciences. 


Prescribed Drugs and Other Health Items 


What has been said about medical, dental, and hospital care is also 
true to a significant extent for prescription drugs and other health items. 
The consumption of these health services has risen, and with this increased 
consumption has gone increased spending. On the other hand, productivity 
increases have tended to limit price increases in the face of growing demand. 
Scientific and technical progress in the mass production of antibiotics and 
other drugs has made it possible for Canadians to consume a greater variety 
and amount of prescription drugs than would have been possible if such 
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developments had been more limited. The spread of health insurance has led 
to increased outlays for the administration of public and private health 
insurance plans. While limited statistical information makes it difficult to 
measure productivity in this area it has been presented to us that the growing 
use of data-processing equipment has held down the costs of administering 
health programmes. 

Increased employment of capital equipment and skilled personnel 
appears to have increased productivity in the prescribing and manufacture 
of spectacles, in the work of chiropractors and osteopaths and the manufac- 
ture of prosthetic devices. Greater use of the automobile and the telephone 
has improved the productivity of home nursing organizations. In all of these 
examples increases in the price of health services have been less than they 
would have been because of the gain in productivity. 


Expansion of Health Resources 


We have been impressed with the success achieved through the co- 
operation of governments, industry, the professions and the general public 
in expanding the supply of health services. It is true that the prices of health 
services have risen in the process but the rate of increase in price has slowed 
down in response to the expanded supply. And this decline would have been 
more marked if it had not been for the spread of physicians and hospital 
insurance to new groups and the coverage of items not previously insured, 
particularly for the aged, the chronically ill and the pregnant. Indeed the 
increases in price that have taken place have performed an extremely useful 
function that is often overlooked. They have called forth an expanded output 
of health services both by attracting more labour into this particular industry 
as well as offering an incentive to develop and apply new techniques for 
increasing productivity. Without higher prices for health services, whether 
these were a day of hospital care, an operation, or a visit to a physician’s or 
dentist’s office, it would have been difficult to hold, and still more difficult 
to attract, the personnel needed to staff the hospitals, clinics, physicians’ and 
dentists’ offices. In this sense, the rising prices of health services have been 
largely demand-induced rather than cost-induced. Rising incomes and the 
stimulus provided by the growth of public and private insurance, along with 
public subsidies, have generated a continuously expanding demand for medi- 
cal and hospital services. Moreover, the transfer of a major part of the direct 
cost of hospital care from the individual to society, largely through the sub- 
stitution of taxes for direct payment, has permitted the purchase of other 
health services—the provision of a more comprehensive set of benefits— 
or the consumption of more medical and other health services. This trend in 
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the growth of demand in turn caused prices to rise which effectively attracted 
additional resources into the industry. 

The evidence suggests that it has been largely the growth of demand 
for more and better quality hospital care and a willingness to spend increas- 
ing amounts of money for health services that has made it possible for 
hospitals to raise salaries and generally improve working conditions by 
providing a 40-hour week, holidays with pay and fringe benefits such as pen- 
sion programmes and prepaid health care. Without these improvements 
hospitals would not have been able to attract the better educated and more 
qualified personnel required to provide the better health care demanded. The 
relative attractiveness of opportunities in the United States or Great Britain 
for health personnel, as well as other occupations such as teaching or secre- 
_ tarial work for prospective health professionals and industrial employment 
for other personnel would have made it impossible to hold staff, to attract 
trained personnel from Europe or new entrants into the industry. Wage in- 
_ creases occur most frequently in industries where productivity is rising and 
where the demand for output remains at a high level. The hospital industry 
is very much of this nature. What we have said about hospital personnel 
is also true of medical and dental personnel. In order to attract physicians 
from Europe, or to hold Canadian physicians and dentists at home, and to 
attract students into professions where the qualifications necessitate a long 
period of difficult education, it has been necessary to offer incomes that will 
compensate for the investment in human capital and which are at least close 
to what might be earned elsewhere. In the face of a rapidly growing demand 
the price of health services has risen. But the rise in price has been limited by 
the expansion of the supply of human and physical capital and scientific, 
technological and organizational innovation that has substantially increased 
productivity. 

Here again we must emphasize the contribution of Canadians through 
public action to this development. Just as governments have subsidized the 
demand for health services, so have they also subsidized the expansion of 
supply of health personnel and facilities. The supply of hospital beds for the 
mentally ill and the retarded, along with beds for tuberculous patients, has 
been built almost entirely from public funds while a sizeable proportion of the 
cost of building and equipping active treatment hospitals has also been 
financed in this way. Again, although it costs the individual a substantial sum 
of money in out-of-pocket costs and foregone earnings—_to finance a medical 
_or dental education—or for that matter, a nursing or other health professional 
education, public funds have been used to subsidize this education, particu- 
larly in those areas where health grants have been available. Tax remissions 
for citizens who provide funds for the building of hospitals, medical schools 
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or education in the health professions have also stimulated the provision 
of health resources. 


The Sequence: Increased Demand, Increased Prices and Increased 
Supply 


We have examined the major categories of personal health expendi- 
tures and we have found that they all have gone through much the same 
experience: increased demand, increased price and finally an increase in. sup- 
ply with a slowing down in the rate of price increase. The continued high 
level of demand has created an upward pressure on prices that has persisted 
up to the present, despite the growth of the supply of health facilities 
and capital. The consequence has been that health prices, and thus health 
expenditures, have continued to rise when other prices and categories of 
spending have risen much more slowly or not risen at all. 

But, as we have already emphasized, this continued pressure of de- 
mand will eventually slacken off when a new plateau is reached consequent 
on the elimination of the backlog of unsatisfied needs for hospital care 
for the chronically ill and the aged, and ultimately the relative shortage 
of skilled personnel will tend to disappear. Partly, the continued increase 
in the productivity of health personnel and capital which has helped to make 
possible the great expansion of output with limited equipment and personnel 
should continue to make this contribution in the future, though more likely 
at a declining rate unless some new technological or scientific breakthrough 
similar to the development of drugs for the treatment of tuberculosis takes 
place. Unlike the production of many other goods, or services, technical 
innovation in the health industry is both capital- and labour-using and the 
industry requires, and will continue to require, large numbers of highly 
trained professional personnel. The recent developments in human engineer- 
ing such as the transplanting of organs and the development of engineering 
systems that take over the functions of the body all require very large num- 
bers of highly skilled personnel. For the most highly trained, the specialist 
physician, the period of advanced education may extend as long as ten to 
twelve years while registered nurses now require three years of training beyond 
the high school level. It is true that a nurse’s aid can be trained in less than 
one year, but since human lives are at stake it may be that the consequence 
of diluting the professional bedside nursing staff has been an increase in 
supervisory nursing staff to ensure that the quality of nursing care is main- 
tained. The immigration of trained personnel can offset these short-term 
scarcities to some extent, but this supply depends not only on the possibilities 
of attracting well qualified personnel from other countries but also on the 
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time required to fit new arrivals into the pattern of health care provided 
in Canada,’ the improvement of incomes and working conditions in the 
United States of America and Europe relative to Canada. 


This brings us to one of the main points of our analysis. If the 
quality of care depends on professional staff, and professional staff are 
scarce and take a long time to produce, then it follows that if no restraints 
are placed upon prices and demand is subsidized, prices of services will rise 
and likely rise for a long period of time. This, of course, has been the 
recent trend in higher education. Where it has been impossible or difficult 
to substitute machines for man, where qualified teachers are scarce and where 
the demand for education is subsidized by making it available free or at a 
very low cost, then teachers’ salaries have risen rapidly. On the other hand, 
higher salaries have attracted large numbers of students in teaching careers 
so that today the scarcity of elementary school teachers in many areas is 
ended, and qualified high school teachers are less scarce than a decade ago. 
The most pressing scarcity today is at the university level and in consequence 
salaries of professional staff have been rising rapidly. Yet the last few years 
have seen the supply of graduate students begin to expand under the impetus 
of the growth in population, public assistance to university development 
and the availability of scholarships, and in a decade or so even the shortage 
of university professors may well be reduced to manageable dimensions. 


As long as quality of staff is significant in the provision of any 
services, as long as quality is a function of higher education, and as long 
as demand is subsidized, the prices of such services will rise, and likely 
more rapidly than those of most other goods and services. The prices of 
services, however, affect the incomes of suppliers of services, and the higher 
incomes ultimately will draw more people into these professions. Since 
eventually even the demand for any single subsidized service will level off 
and grow at a rate determined largely by population growth and the speed 
with which research and technology make it attractive for consumers to use 
it, in the long run the prices of health services are unlikely to rise signifi. 
cantly more rapidly than prices in general. 

Providing the necessary educational facilities, e.g., medical schools, 
dental schools and nursing schools, etc., and the staff to man them are 
available, the personnel needed to provide services ultimately will be forth- 
coming at prices that are reasonably consistent with the amount of human 
capital they embody. In the case of personnel with many years of train- 
ing this price must necessarily be high to yield a reasonable rate of return on 
investment and attract a sufficient number into the profession. 


1 See also Chapter 7. 
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Health Expenditures by Public Authorities 


In estimating the expenditures for health services provided directly 
by public authorities we are concerned here only with expenditures for 
general and public health since public provision of, or expenditures on, 
hospital, medical, dental and nursing care along with prescribed drugs 
has already been included with estimated expenditures on these particular 
items. As shown in Table 11-4 expenditures rose from $21 million in 1947 
to $105 million in 1961 while per capita expenditures rose from $1.67 
to $5.76.1 As a proportion of GNE, these expenditures have remained 
small rising from 0.16 per cent in 1947 to 0.29 per cent in 1961. Even 
when expenditures for municipal sanitation are included—these amounted 
to $166 million in 1961—ttotal outlays barely amounted to 0.6 per cent 
of GNE. 

During this period as shown in Table 11-18, the growth rate of spend- 
ing on public health rose at a trend of 11.2 per cent a year. Of this, popula- 
tion growth accounted for 2.7 percentage points, price increases for 5.1 
percentage points, and per capita consumption for 3.0 percentage points. As 
with other health expenditures the trend rate of growth has been slowing down 
in recent years, amounting only to 7.4 per cent during the period 1957-61. 
There are indications that price increases still account for part of the growth 
rate but since there are no direct measures of the change in price of govern- 
ment services this cannot be fully demonstrated. 


Expenditures on Medical Research 


The rapid spread of research in the field of medicine and drugs 
has been almost the major characteristic of the health industry in the past 
thirty years and the pay-off in terms of lives saved and individuals restored 
to health in many individual projects has been substantial. It is only 
necessary to recognize the results that flowed from the discovery of such 
things as insulin, penicillin or polio vaccine compared to the costs of dis- 
covery and development to be aware that the return to investment in research 
can be substantial. Canadian contributions to the development of new know- 
ledge since the discovery of insulin have not been unsubstantial considering 
the effects involved and sums of money spent. In addition there have been 
supplementary benefits in the form of strengthened teaching departments. 

Expenditures on medical research in Canada, while still absolutely 
small, compared to a country like the United States, have been rising rapidly 
in recent years. In 1961, expenditures on medical research are estimated to 


1Includes some outlays for medical research and education of health personnel made 
under the National Health Grants. 
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be $12 million. About 70 per cent of this amount came from the Federal 
Government, something less than ten per cent from the United States National 
Institute of Health and the remainder from provincial governments, voluntary 
agencies and foundations. Since the Federal Government provides the bulk 
of research funds, the trend in the growth rate of such funds is an indication 
of how rapidly health research expenditures have been growing. Thus in 
1946-47, federal support for extra-mural research amounted to $158,000. 
In 1962-63 this had increased to $8.3 million.+ 


Expenditures on Hospital Capital 


Although information relating to the value of health capital is limited, 
some rough estimates can be made on the basis of the data reported by 
public general hospitals to the Dominion Bureau of Statistics, and other 
information. It is estimated that the depreciated value of hospitai capital 
in 1960 amounted to at least $1,500 million while the replacement value 
was likely of the order of $2,500 million. In addition, substantial amounts 
have been invested in medical and dental buildings, private radiological 
clinics and laboratories, pharmacies, medical and dental schools and govern- 
ment health facilities for which no separate information is at present 
available. 

We have already referred to the growth of the stock of hospitals 
along with their associated diagnostic, research teaching and residential 
facilities and Table 11-5 indicates the current and constant (1957) dollar 
value of gross investment in hospitals and associated facilities. The value of 
construction has increased sharply in the post-war period rising from $22 
million in 1945 to $178 million in 1961 and then to $213 million in 1963. 
As a percentage of GNE, capital investment in hospitals rose from 0.19 in 
1945 to 0.44 per cent in 1949 and has fluctuated around that ratio since 
that date. With the introduction of the national Hospital Insurance Pro- 
gramme the absolute amounts spent on hospital construction have risen 
but the percentage of GNE devoted to construction has, on the average, 
tended to decline from the high rate of the 1953-55 period, with a peak of 
0.54 in 1955. 

Over the post-war period, the trend rate of growth of expenditures 
on hospital construction has been 13.9 per cent a year. Of this, 2.6 per- 
centage points can be attributed to population increase, 5 percentage points 
to increased prices and 5.8 percentage points to increased hospital capital 





1 Research expenditures on ethical drugs carried out by the pharmaceutical industry are 
included in expenditures on prescribed drugs. 


472 THE EXISTING HEALTH SERVICES COMPLEX 


per person. The pattern of consumption and price rises, therefore, has not 
been significantly different from other health spending. 


Expenditures on Educating Health Personnel 


An assessment of the total expenditures made for the education of 
health personnel involves many conceptual and statistical problems.1 Many 
outlays for the education of health personnel are made as part of the 
provision of general education and are thus not included in the health 
budget. In other cases educational expenditures are an integral part of other 
categories of spending such as hospital expenditures. In this study nursing 
education is included with hospital expenditures and in part is offset by 
services rendered by nurses in training. Hospital expenditures also include 
outlays for medical education. Some post-graduate medical education is 
included under the heading of medical research expenditures. Taking account 
of the limitation of data, our analysis is based on estimates of the costs of 
educating health personnel contributed directly by governments. And even 
here, the only adequate data obtainable, were outlays made under the 
National Health Grants which in 1961 amounted to $3.7 million.” 


Total Health Spending 


If we include expenditures on research, public health, grants-in-aid 
of education and health capital in order to arrive at an aggregate of all 
health spending, Table 11-7 shows that in 1961 Canadians spent a little over 
$2 billion on health services or an average of almost $111 per person. This 
was the equivalent of 5.4 per cent of GNE.* 

We have also included an estimate of expenditures on non-prescribed 
drugs and pharmaceuticals in this table since from the point of view of the 
consumer these may be considered as a health outlay. In 1961 such expendi- 
tures amounted to approximately $210 million.* Hence the total amount 
spent on health would be increased to approximately $2.23 billion or $122 
per capita, the equivalent of about 6 per cent of GNE. 


1 Statistics on education of health personnel are incomplete and particularly inadequate 
for an up-to-date assessment of what is being done in this field, what the gaps are and how they 
can be filled. We point to this inadequacy in the hope that the government departments con- 
cerned would endeavour to fill this gap in statistical knowledge on a current and continuing 
basis so as to enable decision-makers to arrive at reasonable conclusions as to the future require- 
ments on the basis of factual knowledge of the past and the present. 

2Some statistics relating to the sources of funds for the financing of undergraduate 
education of physicians, dentists and pharmacists is to be found in the report prepared by the 
Dominion Bureau of Statistics, University Student Expenditure and Income in Canada, 1961-62, 
Part II—Canadian Undergraduate Students, Ottawa: Queen’s Printer, 1963. 

3 Estimated expenditures on health exclude a small amount for prescribed drugs supplied | 
in residential institutions such as homes for the aged. The addition of this sum, which is at 
present not known, would be unlikely to change this percentage of GNE. 

4See also Chapter 9. 
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SOURCES OF FUNDS FOR HEALTH EXPENDITURES 


Methods of Financing 


As we have already emphasized there is a distinction between a 
nationalized industry and an industry from which governments, acting on 
behalf of their citizens, buy a substantial part of its output. This is evident 
if we consider the defence industry. Here all of the output of the industry is 
used by government, but a substantial proportion is produced not by govern- 
ments, not by a nationalized industry, but by private corporations and then 
sold to the government. The same can be said to a greater or lesser extent 
for the construction industry, the transportation industry and numerous other 
industries including the health industry. Governments, acting on behalf of 
their citizens, directly provide hospital and medical services for the Armed 
Forces, Indians, veterans, tuberculous and mental patients but by far the 
largest proportion of such services are not produced by governments but 
purchased from institutions such as community hospitals, physicians, dentists, 
pharmacists and others. We are concerned then, not with the direct provision 
of health services in Canada, but with the sources of funds for the financing 
of expenditures on such services. 

The financing of health services has always been the responsibility of 
individual Canadians since they are the ultimate sources of funds. Here 
though, we wish to distinguish between the public financing of health services 
and private financing either by individuals or by private insurance pro- 
grammes. Until the twentieth century the purchase of health services had been 
predominantly the responsibility of individual Canadians since neither gov- 
ernment spending nor private insurance programmes were significant. Before 
World War I, total expenditures on health amounted to considerably less 
than one-half of one per cent of Gross National Expenditure. During the 
nineteen thirties, in the depression, large outlays on relief and social welfare 
became necessary, and by the year 1943 it is estimated that government 
expenditures for hospital and medical care, along with general public health, 
amounted to roughly $45 million or the equivalent of 18 per cent of total 
expenditures on personal health services in that year." The greater part of 
this expenditure was for hospital care, particularly for hospital care for the 
mentally ill and tuberculous and the proportion of outlays for hospital care 
met by government is estimated to have exceeded 35 per cent in that year. 


1Based upon Health, Welfare and Labour, Reference Book for Dominion-Provincial 
Conference on Reconstruction, 1945, passim. 
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Private and Public Health Expenditures 


Since the war there has been an increase in the proportion of 
expenditures on health services that has been financed through the public 
sector. Much of this spending would have taken place in any event with the 
progress which Canadians have made in improving methods of providing 
health care. We have recognized that public programmes do stimulate the 
demand for health services, but many expenditures now financed by govern- 
ments are merely a transfer of expenditures from the private to the public 
sector involving outlays that would have been made in any event. The 
channelling of funds to finance a comprehensive personal health care pro- 
gramme sponsored by governments is likely to lead to greater health expendi- 
tures than would otherwise be the case. To a large degree though the change 
is merely the substitution of public payment for private payment and to that 
extent no new net expenditure is involved. 

The sources of funds for expenditures on hospital services in the 
post-war period are shown in Table 11-20. The proportion of expenditures 
provided by the public sector of the economy continued to rise in this period 
and reached nearly 50 per cent by 1950. In the mid nineteen fifties public 
expenditures appeared to have levelled off at around 55 per cent but with 
the introduction of the national Hospital Insurance Programme in 1957 the 
proportion borne by the public sector continued to rise, and by 1961 had 
risen to 88 per cent or $924 million. The detailed sources of funds also are 
shown in Table 11-20. Here deficits of active treatment hospitals are shown 
separately although these are predominantly met from public funds. 

The distribution of funds in the private sector indicates that the 
proportion of total hospital expenditures, including expenditures on mental 
and tuberculosis hospital care, financed by voluntary insurance, never ac- 
counted for a very substantial share of such expenditures. In 1953, payments 
by voluntary insurance programmes on behalf of their members amounted 
to $63 million or about 16 per cent of total expenditures, and at their peak 
in 1958 reached $125 million or about 20 per cent. In the same year, patients 
and other non-public sources contributed $130 million, also about 20 per 
cent. By 1961, voluntary hospital insurance programmes still provided near- 
ly $49 million, and patients and other sources $61 million, the equivalent of 
about 12 per cent of all hospital expenditures. Many of the payments made 
by patients or by voluntary insurance programmes are for semi-private and 
private hospital care, not an insured benefit under the Hospital Insurance 
Programme, but some of it is the consequence of the manner in which cer- 
tain provinces finance their share of the costs—by a small per diem charge 
to patients. In one sense then, the classification of sources of funds used in 
Table 11-20 is somewhat arbitrary since premiums paid by individuals and 
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families under the Hospital Insurance Programme are considered as public 
funds. If these premiums were to be included as part of the private sector 
then the private share of hospital financing would be somewhat greater. 

The sources of funds for expenditures on personal medical services 
between 1953 and 1961 are shown in Table 11-21.1 The private sector of the 
economy is the major source of funds for expenditures on personal medical 
services amounting to 85.3 per cent in 1953 and 87.6 per cent in 1961 with 


TABLE 11-21 SOURCES OF FUNDS FOR EXPENDITURES ON PERSONAL 
MEDICAL SERVICES, CANADA, 1953-1961* 








Item 1953 | 1954 | L955 | 1956 | 197 | 1958 | 1959 | 1960 | 1961 








$’000,000 
Pationtsm. ane 108.0 1108.0 |115.2 |132.9 |139.6 |144.9 |153.8 |161.3 | 168.9 
Voluntary Insurancef........ 42-5 | 51.9 | 60.7 | 74.9 1-93.4 1110.2 |130283/148°4) 716639 
Sub=totalee oe 15025 1159. 9v 117539 1207.8. 1233.0 /255 a1 128456) 13097 Siege) a0 
Public Insurancet........ ea ost iP) A Wes 1 io 220 vime2 50 BS, 2.9 Sh 
Workmen’s 
Gompensaoni ees {22D M14 1511520) el 52. 90) 183 891020,9 Soe oe Ome 
Sub-total $3790 15560161667 17 a e202 8: a3) 2 ae ee 
Government Payments for 
Individualss... $2243 317) 13796 14.6 1715540151659 al 7 eles oe 
(LOTAL Reo 176.6 |188.6 |206.5 |240.1 |269.2 |295.5 |326.8 |354.5 | 383.2 


Public Insurance, Work- 
men’s Compensation 
and Gov’t Payments for 
[ndividuiaises 5 ee. 26.1 | 28.7 | 30.6 | 32.3 | 36.2 | 40.4 | 42.2 | 44.8 | 47.4 


Public Funds as a Percent- 
age of Total Expend- 
LLULCS Oe ee es, 14e Tet 14 8 3252113. 4S i ese eb 12.4 








*Excludes all medical services where these are provided by salaried physicians, in 
hospitals or in industry. Excludes administrative costs of insurance programmes. 

+See footnote 1, below. “Table 11-21 indicates .. .”. 

tIncludes premiums levied on persons or industries. 

SourcE: Department of National Health and Welfare, Expenditures on Personal Health 
Care in Canada, Ottawa, 1953-1961. 


1Table 11-21 indicates that in 1961, payments made by voluntary insurance plans 
amounted to $167 million. This compares with $175 million indicated in Table 18-3. The 
difference between these two figures is primarily due to the inclusion of some hospital expendi- 
tures in Table 18-3 that are excluded here. 
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little significant change over the period. The sources of private expenditures 
have undergone a substantial change as voluntary insurance programmes 
accounted for an increasingly large share of private expenditures rising from 
28.2 per cent in 1953 to 49.7 per cent in 1961. The trend rate of growth 
of outlays by voluntary insurance has declined from an annual average rate 
of nearly 22 per cent a year in the period 1953-1957 to 15.6 per cent in 
the period 1957-61. The reason for this rate of growth was likely the 
extension of coverage to people of working age who, because they belonged 
to certain identifiable and easily accessible groups, could readily be included 
in prepayment plans. With these groups now largely covered, the remainder, 
about one-half of Canada’s population, consists of individuals whose health 
status, occupational status and location makes it more difficult to provide 
them with the same insurance as is provided for those already covered.} 
Hence we cannot expect the rapid rate of growth observed from 1953 to 
1957 to continue and in fact the slowing in the rate of growth in the more 
recent period supports this conclusion. 

Direct payments for personal medical services still remain large 
despite the growth of private insurance programmes and government expendi- 
tures. Between 1953 and 1961, direct outlays rose from $108 million to 
$169 million, and on the latter date these amounted to 45 per cent of all 
personal medical care expenditures. 

Public funds have actually declined in importance as a source of 
financing for medical services despite the increase in absolute expenditures 
from $26 million to $47 million. This would be offset to some extent by the 
fact that some medical services are provided in hospitals by salaried phy- 
sicians and interns whose incomes are met out of the Hospital Insurance 
Grant. Of the public sources in 1961, workmen’s compensation payments 
amounted to $24 million, government payments for individuals to $20 
million and public insurance payments to $3.2 million. With the introduction 
of a public medical insurance programme in Saskatchewan in 1963, this 
sum would now be somewhat higher. 

If we combine hospital and medical services in one group then, as 
shown in Table 11-22 there has been a substantial shift from the private 
to the public sector, although the private sector still accounts for a very 
large percentage of the total outlays. In 1953, $246 million, or 42.4 per cent 
of all funds were provided by the public sector and $335 million or 52.6 
per cent by the private sector. By 1961, principally because of public 
hospital insurance, the public sector accounted for $859 million or 65.7 
per cent and the private sector for $448 million or 34.3 per cent. The distri- 
bution of expenditures in the private sector is also noteworthy. In 1953, 





1 See Chapter 10. 
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voluntary insurance programmes accounted for 31.9 per cent of the revenue 
provided by patients and other non-government sources. By 1961, this 
had risen to 48.4 per cent, but patients and other revenue sources still pro- 
vided half of the funds needed to finance expenditures not covered by some 
public programme. 


TABLE 11-22 SOURCES OF FUNDS FOR EXPENDITURES ON HOSPITAL AND 
PHYSICIANS’ SERVICES, CANADA, 1953-1961 


———_——— eT  eTcx\_—_,:, i OO aS<[V[V[w>v_v——\—a«a«amNu_«_—w'' 
Item 1953 | 1954] 125) : 1956 | 1957 | 1958 | 1959 | 1960 | 1961 


eee | eee | enemas | Gps | | eS | | 








$000,000 


Patient and Other Revenue, 


Voluntary Insurance, One- 
third Hospital Deficits.......... 334. 61354.51376. 31445.0/498.1/520.4) 445.6] 489.8) 448.1 


Public Insurance and Work- 
men’s Compensation............ 67.5| 76.9| 83.9] 90.4|100.3|135.2) 361.7) 405.9} 608.9 


Government Grants and Di- 
rect Payment for Indivi- 
duals, Two-thirds Hospital 
DeticitSetteataao tr oon 178. 61203 .9/226.4/234.4/258.2/279.8| 253.4) 285.0) 250.2 


otalvexocngitures 3)0-ce tt 580. 7/635. 3/686. 6|769.8|856.6/935.4/1,060.7|1,180.7)1,307.2 
All Public Programmes%.......... 246.0|280. 7/310. 2/324. 2/358.3/414.8) 615.2} 690.9) 859.1 


Public Programmes as a Per- 
centage of Total Expendi- 
LUPCS Cee ec ee AD -Al Ad. 1145.2) 42.1) 4168) 0443) 7 958. 0) 5825) ose, 


*Includes public insurance, workmen’s compensation, government grants, direct pay- 
ments and hospital deficits covered. 
Source: Based on Tables 11-20 and 11-21. 


Once we move beyond hospital and medical expenditures, the sources 
of funds for other types of health expenditures are difficult to delineate. 
Table 11-23 attempts to classify these expenditures in an approximate 
manner. Since the greater part of dental and other health services are 
financed in the private sector along with prescribed drugs these have been 
allocated to the private sector and in 1953 it is estimated that privately 
financed health expenditures amounted to $557 million compared with $389 
million publicly financed expenditures. In 1961, privately financed ex- 
penditures had risen to $909 million but publicly financed expenditures had 
increased somewhat more rapidly and now amounted to $1,109 million. 
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TABLE 11-23 ESTIMATED PRIVATE AND PUBLIC EXPENDITURES ON 
PERSONAL HEALTH SERVICES AND OTHER HEALTH ITEMS, 
CANADA, 1953 AND 1961 


Item 1953 1961 
$ 
000,000 

Privately Financed: 
Plospital and Medical SeFVICES.. fas....<<sccssssovssssverasivedeasvseseasestonrs 334.6 448.1 
Mentalend Other Health Services” .....6..0<cccssssscssssvssoosnenedocovones 105.5 233.8 
COSC ISS GIPRLD aU a dR ee oP RD 48.8 111.0 
PROS ol COS TEM CLION Tiss fcshccsvescaiadsnccdeasnsesvadnesvantesovansidvabdedesoneses 39.5 58.6 
Administrative Costs of Health Insurancet............00.0 28.6 57.6 
SU COCR eS erA,  adtoch saicoce ne eee Reece 5517.0 909.1 

Publicly Financed: 

IiOspital ana: Medical Services iiniii ccs Siscese dasadeseaheiventicesanesasens 246.0 859.1 
OTS ACAI SOE WICC oc. dons loardssanecwssancvavoudiversdeaceeanscos®l napanents 58.0 105.0 
BOS atl IC OMS UEC IONE U2 fcc se.c2 cons. secodeacsacdieieenisovsownst rendsendiovnedeosnaes 78.8 119.2 
Administrative Costs of Health Research®..................c..cccees 30 14.0 
TICE IYO) 27ST 1 1 Sai Co RSD 2.8 12.0 
“Sy LSE) TN tai oe Boker eM 8 eA Eo cE etm 389.1 1,109.3 
= O51 9 MRSS Oe) POR ie eR oc LAME a Perinat OMreeay oe aN 945.1 2,018.4 


*Predominantly financed in the private sector so allocated to this sector. 

tEstimated to be one-third of expenditures on hospital construction. 

tExcludes accident and sickness insurance. Includes dividends credited to policy-owners 
and increases in unearned reserves and advance premium accounts. 

@Includes some expenditures for research and the education of health personnel made under 
the National Health Grants. 

>bEstimated to be two-thirds of total expenditures. 

¢Estimated costs of administering public hospital and medical programmes. 

4Includes research grants made under the National Health Grants and other Federal Pro- 
grammes. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


Table 11-24 gives the percentage distribution of private and public spending 
on all health services along with hospital capital and other health items. In 
1953, privately financed expenditures amounted to 58.9 per cent of total 
spending and public spending to 41.1 per cent. By 1961, privately financed 
spending, while still substantial had fallen to 45.0 and public spending 
had risen to 55.0 per cent. If expenditures on non-prescribed drugs are 
included in these estimates privately financed expenditures rose in 1961 
to $1,113 million and accounted for 49.9 per cent of all spending while 
publicly financed spending accounted for 50.1 per cent. 
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TABLE 11-24 PERCENTAGE DISTRIBUTION OF PRIVATE AND PUBLIC 
SPENDING ON ALL HEALTH SERVICES, CANADA, 1953 AND 1961 














Privately Publicly 

eee Financed Financed 
IRE Rael tee eed 58.9 41.1 
LOG Lig tig Rea ee Poe Rees oe 45.0 55.0 





Source: Table 11-23. 


CANADIAN GOVERNMENT EXPENDITURES ON HEALTH 
CARE BY LEVEL OF GOVERNMENT 


Past Trends 


As total government outlays for health care have increased, all 
levels of government have experienced increases in spending. As shown in 
Table 11-25, between 1947 and 1961 federal expenditures for health services 
rose from $57 million to $470 million, provincial expenditures from $87 
million to $719 million and municipal governments from $27 million to 
$77 million.? 

As the proportion of total spending on health services has increased 
so have there been some significant shifts in the outlays made at various levels 
of government. Provincial governments in this period have provided the 
greater part of the funds for government-financed health expenditures 
followed by the Federal Government and by municipal governments. As 
indicated in Table 11-26, in 1947 provincial governments accounted for 
50.9 per cent of total expenditures, the Federal Government accounted for 
33.3 per cent and municipal governments for 15.8 per cent excluding ex- 
penditures on sanitation and waste removal. By 1961, the proportion of 
expenditures met by provincial governments had risen to 55.3 per cent, the 
proportion met by the Federal Government had increased to 38.3 per cent 
while the proportion met by municipal governments had fallen to 6.4 per 
cent. Since 1961 these trends appear to be still continuing. 

The significant shift in spending clearly has been the transfer of 
the burden of financing personal health services from the municipalities to 
the provincial and federal governments. This trend however has developed 
only since the introduction of the Federal-Provincial Hospital Insurance 


1 The data presented in Table 11-26 are not directly comparable with the data presented 
in Table 11-23, since they relate predominantly to fiscal rather than calendar years. The dif- 
ferences between the two estimates are minor. 
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TABLE 11-25 NET GENERAL EXPENDITURE ON HEALTH SERVICES, ALL 
GOVERNMENTS IN CANADA, 1947-1962, BY LEVEL OF GOVERNMENT* 








Year | Federal | Provincial | Municipalt | Total 





$ 
000,000 
LS Ns Nes oe ce ne pe ener ae eee 57 87 27 171 
1 IERS ARCs eh Ole nee 60 114 St 205 
Sg casa ate ea ree ete oa 69 156 38 263 
Heo OR le ae rare huh dwar A2 2 43 287 
tae ac. Sus oictvae aaa 82 190 51 323 
DS Besa eects, Mrecenenaen net eer 88 210 53 351 
DS SE ae eee een 94 229 54 Sas 
PA ee Sch stati eab Naar seu 100 257 67 424 
(| SYS) Sane ae eee Ome 103 271 69 443 
BOO escent cctssaetieakchouko, “eee 112 288 74 474 
BON Oe Mencia Se asian Wenes yle rns 118 332 85 535 
Lo SON eae a eee eee 186 363 80 629 
| OS yeaa seagate eer 280 470 AD, 822 
SAS Oe Sa ee tit cae i 330 554 69 953 
ON i eet Race ssianaca ght 429 621 72 ee 
LS OZ. u eae ia ae ae eens earn 470 719 Ti 1,266 


*Includes expenditures on hospital, medical, dental and allied services, general and public 
health, the construction of health facilities, research and education but excludes sanitation and 
waste removal. Federal and provincial expenditures are for fiscal years and are not directly com- 
parable with the data presented in Table 11-23. 

+Excludes sanitation and waste removal. 

Source: Hanson, E, J., The Public Finance Aspects of Health Services, a study prepared 
for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, from Table B-1. 


TABLE 11-26 PERCENTAGE DISTRIBUTION OF GOVERNMENT NET 
GENERAL EXPENDITURES ON HEALTH SERVICES, BY LEVEL OF 
GOVERNMENT, CANADA, SELECTED YEARS, 1947-1962 














Year Federal Provincial Municipal Total 
ST sac OR a ea Er ae 33.3 50.9 15.8 100.0 
USS: ha ae arene a 25.0 60.7 14.3 100.0 
OS'S) sce ae aren erg 23.3 61.1 15.6 100.0 
Ue 5 se, So rs 22.0 62.0 16.0 100.0 
Be eles ace Stesenk 30.0 Sa 12.3 100.0 
OD at ise Mere eels 38.3 35:3 6.4 100.0 
| ONE ne Bie | 56.9 6.0 100.0 











SouRCE: Based on Table 11-25. 
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Programme in 1958. Until that date municipal governments continued to 
account for approximately the same proportion of total spending but the 
provincial governments accounted for an increasing share. By 1957, the 
federal share of total health expenditures had risen to $118 million but 
as a proportion of total spending it had declined to 22 per cent. In the 
same period provincial expenditures rose to $332 million and amounted 
to 62 per cent of all government expenditures. Even the rapid expansion 
of federal government expenditures during the period 1958-62 has still 
left the provinces with the greatest share of public health expenditures 
(56.9 per cent in 1962) primarily because the Federal Government does 
not share in the cost of hospitalization for tuberculous patients and the 
mentally ill who constitute a great proportion of all hospitalized patients. 


INTERNATIONAL COMPARISON 


We have presented in previous chapters a comparison of health serv- 
ices provided among different countries using for purposes of illustration 
ratios of population per physician, per dentist, per nurse, per pharmacist 
and per hospital bed.1 The ratios discussed in these chapters illustrate the 
relative importance which Canadians have placed in obtaining professional 


TABLE 11-27 ESTIMATED EXPENDITURES ON SELECTED ITEMS* OF 
PERSONAL HEALTH CARE+ AS PERCENTAGE OF GROSS NATIONAL 
PRODUCT AT MARKET PRICES, NINE COUNTRIES, 1953-1961 








Country 19531 1954 | 1955.) 1956 |- 1957 1958 .).1959 | 19600) 1961 
Canada wie ranconemsncisa cere: DSO Dal eed ie leeal se | 219) as LS. seo 2 slaw eDD 
Unites tales errant DBL 616: ele ait 2.881209 le Les ec Lea eee 
INeWe Zen anG sat. aeeaecens B71021-3.00 | 370 leo 22 eoe2) O33 1k oO est lee 
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*Includes hospital services, physicians’ services, and prescribed drugs. Excludes dentists’ 
services. 

+Excludes expenditures on public health and for capital purposes. 

Source: Special estimates prepared by the Research and Statistics Division, Department of 
National Health and Welfare. 


1For a discussion of ratios of population per physician, dentist, nurse and pharmacist, 
see Chapter 7, and for a discussion of the ratios of population per hospital bed, see Chapter 8. 
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TABLE 11-28 ESTIMATED EXPENDITURES ON SELECTED ITEMS* OF 
PERSONAL HEALTH CARE+ AS PERCENTAGE OF GROSS NATIONAL 
PRODUCT AT MARKET PRICES, SIX COUNTRIES, 1953-1961 


Country 1953. |. 1954 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 
CO) Oe Oe ee eee ee ee 2.74 | 3.04 | 3.02 | 3.01 | 3.22 | 3.41 | 3.66 | 3.91 | 4.17 
BCE, SLB FES ccc ossensssyinsenseans DOS | Beh Sako, Oua? |. 930°) 3.02 [3.00 | 3,73 }.3.86 
INCW ZeSIAN. .. .2.cci.kenconens- R055 1 S.24 hocde | S646 |S OIF | S7O7 | 3.60 13.09: 13.88 
United Kingdom................ Seto NDT te? 50482286. |: 2290" 2.98: 3.07 in 35 205)-3..25 
PN OUW AY os ssc ahanvncrnse cestvesnetesse Pads \p2009 | 2.69 | 2.64.) 2.83 1 2.98 | 3.15. 13547. 3eh6 
12 01S i) (6 Ce DOOM A OO 2S. toe ok | 2k) 2.50 eee Cc OW | ee Or 


*Includes hospital services, physicians’ services, prescribed drugs, and dentists’ services. 
tExcludes expenditures on public health and for capital purposes. 


Source: Special estimates prepared by the Research and Statistics Division, Department of 
National Health and Welfare. 


health personnel in relation to population and in providing health capital 
facilities in terms of hospital beds as Canada stands high in comparison with 
any other country in the provision of health facilities and personnel. To round 
out this comparison we require a means of relating the total health efforts of 
Canada to the country’s ability to produce goods and services. This we can 
achieve by comparing total health expenditures with Gross National Expendi- 
tures. Comparable data on this basis were obtainable for nine out of the nine- 
teen countries for which personnel data are available and they are presented 
in Table 11-27. The latter data show that Canada devotes a greater proportion 
of her total national output to health services than any other of the nations 
surveyed exceeded only by Australia. The data support the conclusions, which 
we have presented earlier based on evidence submitted to us in briefs and in 
the hearings together with personal observations which we were able to make, 
that Canada’s health services are by and large of a very high standard and 
compare favourably with the best of such services provided in other countries. 

In making an international comparison of health expenditures to 
Gross National Expenditure we have to bear in mind the limitation of such 
a comparison resulting largely from the difficulties of obtaining fully com- 
parable data. In the less developed countries health services may be pro- 
vided in the household sector rather than in the market sector of the 
economy and monetary outlays may significantly underestimate the level of 
health care. Again comparisons that involve expenditures on a limited 
number of health services may not be fully indicative since the provision 
of services may be undertaken by different health personnel in different 
countries. Thus a country which provided medical care through the services 
of salaried public health physicians might appear to be spending a very small 
amount on medical care if a comparison is limited to non-government expen- 
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ditures. Where comparisons are made for any single year, these also must be 
treated with caution, since if the introduction of an additional public pro- 
gramme were to occur when the national income was at a level lower than 
usual, a country might appear to be spending a large proportion of GNE on 
health when over the long run this may not necessarily be so. Even in de- 
veloped countries, a continuing difference between the proportion of current 
Gross National Expenditure allocated to health services in two countries 
may not mean that there are significant differences between their utilization 
of health services since the structure of prices in the two countries may 
differ widely.1 | 
Bearing these qualifications in mind, in terms of the proportion of 
GNE allocated to health, Canada ranks among the highest for those countries 
for which we possess data. Tables 11-27 to 11-29 indicate the amounts of 


TABLE 11-29 EXPENDITURES ON HEALTH CARE AS A PERCENTAGE 
OF GNE, SIX COUNTRIES, 1956-1961 




















nena - Percent- 
Country Year Currency on GNE sae 

Health Sid 

Care* 
Wanadase Ame. aon ieee eee 1960-61 $m 2,120 36,837 nyt: 
(ey lONie Ree ee ee 1957-58 Rs. m 220 S525 4.0 
Bnclandiandew ales... ee 1960-61 rot 956 20,370 4.7 
ISracl ie oes ee ae tne ee 1959-60 fom 240 4,716 St! 
SWEET rnc ete ae mei ae 1956 Km 2,289 49 , 106 4.7 
United sS tatesoar ca ree 1960-61 $m 28,740 | 522,500 ay) 








*Health care expenditures for individual countries may differ slightly in what is included. 
All exclude expenditures on nutrition but all include expenditures on non-prescribed drugs and 
pharmaceuticals. 


Source: Abel-Smith, B., “Health Expenditure in Seven Countries”, London and Cam- 
bridge Economic Bulletin, March 1963; and Madden, J. J., Economics of Health, a study pre- 
pared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


1 This becomes clear if we consider the following situation. In country A, 1,000 profes- 
sional men provide services worth $1,000 a year and expenditures on these services would 
amount then to $1 million. In country B, there are 2,000 professional men who each provide 
the same amount of service as in A, but because of the larger number of professional men, the 
average price of service is lower and each professional man receives an income of $500. In this 
case total expenditures on health services would be the same as in country A but the volume 
of service would be twice as large. Over time, international mobility of professional men would 
tend to reduce some of the differences in incomes, and thus prices, between the two countries; 
but such differences could persist for long periods of time. See Gilbert, Milton, and Kravis, I. B., 
An International Comparison of National Products and Purchasing Power of Currencies, 
O.E.E.C., 1954; Gilbert, Milton, and Associates, Comparative National Products and Price 
Levels, O.E.E.C., 1958, p. 61. In 1950, the price of health services was relatively cheaper in 
almost all European countries than in the United States. 
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GNE allocated to various categories of health services, and although the 
percentage differences in many cases are small, Canada ranks first or second 
in all tables for recent years. 

Table 11-27 indicates the proportion of GNE spent on hospital serv- 
ices, physicians’ services and prescribed drugs for a number of developed 
countries for the years 1953-61." In 1953, the range of expenditures was from 
1.71 per cent to 3.10 per cent, with Canadian expenditures amounting to 2.5 
per cent. New Zealand ranked first; Australia, second; the United Kingdom, 
third; Canada, fourth; the United States, fifth; and the Netherlands. By 1958 
each country was spending a larger proportion of GNE on these services 
while the range of expenditures was from 3.33 to 2.12 per cent. The order 
of spending was New Zealand, Australia, United States and Canada with the 
Netherlands still last. By 1961, the proportion spent on heaith continued 
to rise with a range of 4.06 to 2.32 per cent. Australia ranked first; Canada, 
second; New Zealand, third; United States, fourth, and again the Netherlands 
was last. 

There are a number of trends evident in the data. Canada, while 
always near the top in the proportion of GNE allocated to these health 
services has been expanding its outlays more rapidly than some other 
countries and has moved closer to the highest country. Second, the differences 
between the top five countries are barely .75 per cent. Thirdly, the only 
country which experienced a decline in the percentage spent on health is 
the United Kingdom. Finally, there is some difference between the proportions 
if the countries are divided into North America and Australia and New 
Zealand compared with European countries, the former being in the top half 
of the expenditure table. Table 11-28 differs from 11-27 in that the latter table 
includes expenditures on dental services. Much the same pattern has developed 
here except by 1961, Canada ranked first with 4.17 per cent followed by 
the United States and New Zealand but the differences are not very great.? 

Table 11-29 gives for the years 1956 to 1961, the proportion of 
Gross National Expenditure spent not only on personal health services but also 
for non-prescribed drugs, government health services and construction for a 
number of countries. It is apparent again, that except for Ceylon, all fall 
within almost a one per cent range 4.7 to 5.8 per cent, with Canada the 
highest at 5.8 per cent, followed by the United States with 5.5 per cent, Israel 
with 5.1 per cent, England and Sweden with 4.7 per cent and Ceylon with 4 


1 The estimates have been prepared by the Research Division, Department of National 
Health and Welfare on the basis of special correspondence with the respective governments. 
In each instance these data were supplemented with material from other sources and in 
some cases the amount of estimation is considerable. The data should therefore be con- 
sidered as preliminary estimates. 

? Data on dental expenditures for Australia are not available. Data on population per 
dentist ratios suggest that Australia is ahead of Canada with respect to total health expenditures 
including expenditures on dental services to GNE. 
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per cent. The high ratio indicated for Canada is partly due to the particular 
years available for comparison. If the year chosen had been 1959, Canadian 
expenditures including non-prescribed drugs and pharmaceuticals likely 
would not have exceeded 5 per cent and would have been less than that 
of the United States. For those countries where the data relate to early 
periods there is little doubt that by 1961 they were spending a larger propor- 
tion on health which, in the case of Sweden might be considerable. 

Subject to the limitations discussed above, it appears that countries 
which have a high standard of living have tended to spend roughly a similar 
proportion of total spending on health care and that the range of spending 
is surprisingly small varying by about one percentage point around an average 
value which has been slowly rising over time, and this despite the different 
techniques used to finance health care—particularly the varying relative im- 
portance of the public and the private sector. 


Health Expenditures: Canada and United States 


Tables 11-30 to 11-33 present the American data on which a com- 
parison can be made with Canadian experience. The most striking aspect of 
these statistics is of course the magnitude of American expenditures which, 
in 1962, were the equivalent of 84 per cent of Canada’s GNE. In all likeli- 
hood, the State of California alone, which now has nearly the same popula- 
tion as Canada, and whose average real per capita income is higher, spends: 
as much for health care as does all of Canada. 


TABLE 11-32 TREND RATE OF GROWTH OF SPENDING ON HEALTH, 
UNITED STATES, SELECTED PERIODS, 1929-1963 











(percentages) 
cane pea Ail Health 
ate Hospital Care* | Public en Re- EAD CUGIIUNGS 
rue —____—__—_—_— Health ti search |———_______ 
ion 

Total Fe Total Fer 
me Capita one Capita 

SSS Oa ea 5.0 4.0 Se —4.6 19.4 4.6 3.8 
WO hee os Rais decedns SR) Se 7 4.2 1655. paved] 8.8 6.9 
SAD) a ae 6.8 4.8 4.6 5.6 21.6 6:7 a3 
OD 1/55 a ir 8.0 — 0.6 6.9 227A 8.1 6.3 
MPM O Dec tas: shcheaso ne canewsnes 7.9 — 3.2 8.9 313 Sanz 6.6 














*Includes expenditures on non-prescribed drugs and pharmaceuticals. 
Source: Table 11-31. 
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Between 1929 and 1963 expenditures in the United States rose from 
$3,625 million to $33,781 million or almost tenfold; while on a per capita 
basis the increase was from $30 to $179 or nearly sixfold. Excluding non- 
prescribed drugs and pharmaceuticals, expenditures in 1963 amounted to 
$31,580 million or $168 per capita. Of these amounts, hospital, medical and 
other personal health services accounted for the greatest proportion in 1963, 
$30,899 million; public health expenditures amounted to $495 million; 
research expenditures to $938 million and construction expenditures to 
$1,449 million. In terms of proportion of GNE allocated to health services, 
Table 11-31 indicates that an increasing proportion of total spending has 
been used for this purpose rising from 3.6 per cent in 1929 to 5.8 per cent 
in 1963. Excluding non-prescribed drugs and pharmaceuticals the increase 
was from approximately 3.1 per cent to 5.4 per cent of GNE. Finally the 
proportion of health expenditures met from public sources is indicated in 
Table 11-30 where the proportion of expenditures on personal health care 
financed publicly rose from 9.4 per cent to 20.7 per cent between 1929 
and 1963 while public expenditures for all health items rose from 14.2 per 
cent to 25.1 per cent in the same period. If non-prescribed drugs and 
pharmaceuticals are excluded from health expenditures, the public share 
amounted to 25.7 per cent in 1961 and rose to 26.9 per cent in 1963. 

Although public financing of health services has been far more im- 
portant in Canada than in the United States in recent years the pattern of 
health expenditures in the two countries has been remarkably similar. If we 
compare the trend rate of growth of personal health expenditures of the two 
countries it is found that in the United States, during the period 1929-61, 
spending on all such health services rose at a trend rate of 6.8 per cent a 
year while Canadian expenditures in the period 1926-61 rose at a trend rate 
of 6.7 per cent.1 On a per capita basis the trend rate of growth of spending 
was 4.8 per cent a year in the United States and 4.7 per cent a year in 
Canada. | 

Finally, Table 11-33 provides a comparison of per capita expendi- 
tures on various categories of health spending as a proportion of total output. 
Although the estimated expenditures on drugs and pharmaceuticals in 1929 
is only an approximate figure, including such expenditures, Canadians spent 
about 3.5 per cent of GNE in that year for personal health care compared 
with 3.3 per cent in the United States.? In 1961, Canadians spent approx- 
imately 5.2 per cent of GNE compared to 5.1 per cent in the United States. 
If expenditures on non-prescribed drugs and pharmaceuticals are excluded, 
Canadians in 1961 spent a smaller proportion of GNE on personal health 





1See Tables 11-17 and 11-32. 
*This latter figure includes non-prescribed drugs and pharmaceuticals, the Canadian 
estimate includes only prescribed drugs. 
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TABLE 11-33 PER CAPITA EXPENDITURES ON HEALTH CARE AND 
PERCENTAGE OF GNE, BY SELECTED CATEGORIES OF HEALTH 
EXPENDITURES, CANADA AND THE UNITED STATES, 
SELECTED YEARS, 1929-1963 




















Personal Health Services Personal Health Services 
Canada United States 
Excluding Including Excluding Including 
Year Non-prescribed Non-prescribed Non-prescribed Non-prescribed 
Drugs and Drugs and Drugs and Drugs and 
Pharmaceuticals* Pharmaceuticals Pharmaceuticals Pharmaceuticals 
Per Percent- Per Percent- Per Percent- Per Percent- 


Capita age of Capita age of Capita age of Capita age of 
Expend. GNE_ | Expend. GNE_ | Expend. GNE_ | Expend. GNE 








$ $ $ S 
1929 19.10 35 — —- — — 27.29 3.3 
1945 24.26 25 --- -— — —_ 51.20 3.3 
1953 51367 ack — as _— mo 90.20 4.3 
1959 81.20 4.1 — — — — — — 
1961 94.52 4.6 106.03 Sez 134.36 4.8 145.26 5.1 
19637 — — —- — 151.76 5.0 163.40 5.3 
All Health Expenditurest All Health Expenditures 
1929 —— — — -- -— — 29 3.6 
1945 Pino 2.8 —- _- _— — 53.63 3.5 
1953 63.54 338 — —_ _- a 97.58 4.7 
1959 95.21 4.8 — — — — 140.25 5.3 
1961 | 110.03 5.4 121.54 a9 145.65 522 156.41 5.) 
19634 —~ - — — 167.98 5.4 178.64 5.8 


*Includes estimated expenditures on prescription drugs. Excludes general public health 
expenditures. 

+Estimated. 

tExcludes expenditures on research and education of health personnel. 

@Includes expenditures on research. 


Source: Based on Tables 11-2, 11-6 and 11-31. 


services than the United States; 4.6 per cent compared to 4.8 per cent.* 
Canadian expenditures on all health care are not available for 1929 but were 
likely less than American expenditures which amounted to 3.6 per cent. In 
1961, Canadian expenditures on all health items amounted to 5.4 per cent 
of GNE compared to 5.2 per cent of GNE in the United States while if 


1Estimates of expenditures on non-prescribed drugs and pharmaceuticals are subject to 
a greater degree of error than most other estimates. Accordingly, American expenditures could 
be somewhat larger and Canadian spending somewhat less. 
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non-prescribed drugs and pharmaceuticals are included as a health expendi- 
ture, Canadians spent 5.9 per cent of GNE on health and Americans 
5.5 per cent. 

It must be noted that it is only in the last few years that Canadian 
spending on personal health services again has approached the proportion 
spent in the United States; that it is only because of the slower rate of 
growth of public health expenditures and capital construction in the United 
States in the nineteen fifties that Canadian total spending as a percentage 
of GNE has surpassed that of the United States; and that in dollar terms, 
Americans have always spent more than Canadians and continued to do so 
in 1961 when American per capita expenditures amounted to $156 compared 
with $121 in Canada. 

Through most of the period 1926-61, Americans appear to have 
spent a slightly larger proportion of GNE on health services than Canadians. 
And, as is to be expected, a nation with a standard of living somewhat 
higher on the average than Canada, spent larger absolute sums for each 
person. Thus in 1961, when Canadians were spending a larger proportion 
of GNE on personal health services and prescribed drugs, per capita expendi- 
tures in the United States amounted to $145 compared to $110 in Canada. 
Moreover, there has been a substantial increase in spending in the United 
States in the period 1961-63 so that, again excluding non-prescribed drugs 
and pharmaceuticals, the likelihood is that in 1963 the proportions will not 
differ substantially one from the other, amounting to between 5.4 and 5.6 
per cent of GNE.! The particularly rapid growth of Canadian spending on 
health again, to a large extent, reflects the fact that American expenditures 
increased more rapidly than Canadian expenditures in the pre-war and war- 
time period, and the rapid growth of Canadian expenditures in the post-war 
period has done little more than re-establish the relationships that existed 
in the pre-depression years. 


HEALTH EXPENDITURE TRENDS IN PERSPECTIVE 


We have examined the trends in Canadian health spending, along 
with the trends in health expenditures in other countries and we have seen 
that the Canadian experience has not been significantly different from that 
of other nations of comparative wealth, tastes and government organization. 
We recognize that the growth of spending has been rapid and that health 
services command a very substantial sum of money each year. On the other 





1See Table 11-33. In 1963, estimated American expenditures on personal health services 
amounted to 5.4 per cent of GNE excluding non-prescribed drugs and pharmaceuticals, includ- 
ing these the estimated percentage is 5.8. 
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hand, we have indicated that in the perspective of time and total Canadian 
spending, expenditures on health care have not been out of the ordinary; 
they have not commanded a very substantial share of total output despite 
the subsidy granted to these services and in recent years there has been a 
tendency for the rate of growth of spending on health to slow down to a 
rate comparable with other categories of spending. This trend has been 
affected to some extent by the introduction of the Hospital Insurance Pro- 
gramme. But increasingly, health expenditures have grown because the per 
capita consumption of health services has risen and less because the prices 
of health services have increased. It has taken many years to raise the level 
of health spending in real terms back to what it was before the great depres- 
sion. It has taken public policy to raise the consumption of health 
services—particularly hospital services—of the relatively less well-off to 
the level enjoyed by those with higher incomes. We expect, however, 
that this rapid rate of growth will slow down in the future as more and 
more Canadians achieve the level of consumption of health services needed 
to keep them active, productive and able to enjoy the benefits of their 
increasing real incomes. When that day arrives, as it may in the not too 
distant future, health expenditures will grow at a trend rate determined 
primarily by the growth of population and the discoveries of science that 
make improved health care possible. Our estimate of what will be the trend 
rate of growth of spending on health in the next decade and over the next 
generation we leave until Chapter 19. 
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Economic Benefits of Health Services 


Although the proportion of income spent on health services has not increased 
substantially over the past generation, the absolute size of these expenditures 
has led some people to ask whether or not the allocation of so large a sum to 
health might not affect the rate of economic growth in Canada. We wish to 
emphasize before we examine this question that economic growth is not the 
sole aim of our society and, given the growing wealth of Canada, that economic 
considerations should not solely be used to deny to individuals the health 
services needed to alleviate illness and disability and to extend life ex- 
pectancy. Although we recognize that resources are limited, and individuals 
cannot expect to receive unlimited amounts of health care, the value of human 
life must be decided without regard to whether the person is a producer or 
not. Health services must not be denied to certain individuals simply because 
the latter make no contribution to the economic development of Canada or 
because he cannot pay for such services. Important as economics is we 
must also take into account the human and spiritual aspects involved.! 


HEALTH SERVICES AND ECONOMIC GROWTH 


To answer the question whether the economic health of our nation 
has been adversely affected by increasing efforts devoted to further the health 
of individual citizens requires us to specify what we mean by economic growth 
and to define the function that health services play in our economy. 

If increases in the total output of goods and services or Gross National 
Product, are considered to be a measure of economic growth then clearly the 
health services industry, by adding to total output, has generated economic 
growth in the same way as the agricultural industry, the automobile industry, 
the pulp and paper industry or the iron and steel industry. We have already 
indicated the contribution of the health services industry to the value of total 
output, and particularly its increase in the past few years when many other 
industries have either expanded only slowly or even stagnated. Professor 
T. M. Brown’s economic study has documented this development;? par- 





1See Chapters 3 and 5S. 
2 Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 
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ticularly the tapering off in the investment boom of the mid-fifties, the multi- 
plication of external sources of supply for many commodities that Canada 
produces and the intensified competition felt even in the domestic market. 
The noticeable retardation of the rate of growth of output in the agricultural 
and manufacturing sectors, consequent on these developments, was alleviated 
to a considerable extent by the growing output of service industries. The 
continued high level of demand from individuals, families and business firms 
for financial, government, educational, and particularly health services has 
contributed substantially to maintaining the level of output and without this 
expansion the national income would have been considerably smaller. Nor 
should it be forgotten that the service industries also use substantial amounts 
of capital, particularly buildings. Thus the investment component of the 
national product has also been maintained at a higher level than it otherwise 
would have been. The growth of the output of the health services industry 
was accompanied by an increase in output of the construction, electrical 
machinery, hospital supply and the pharmaceutical industries to name but 
a few. 


EMPLOYMENT EFFECTS OF HEALTH SERVICES 


We wish also to emphasize the role of the health services industry in 
creating employment, both directly as an employer of professional, skilled, 
semi-skilled, and unskilled manpower, and indirectly through the demand of 
the industry for the output of other sectors of the economy. While the recent 
upward trend in the proportion of output contributed by the service sector 
of the economy has not proceeded long enough to indicate whether it will 
continue to account for an increasingly larger share of total output, it seems 
that in order to produce the same proportion of output in a growing economy, 
an increasing proportion of the labour force must be allocated to this sector. 
This does not mean that productivity has not increased in the service sector. 
As we have pointed out in Chapter 11, substantial increases in productivity 
have been achieved in the health services industry but this has been offset to 
a large extent by changes in technology that require more personnel. The man- 
power requirements of the services industry have been so substantial that 
although employment has declined in the agricultural sector of the economy 
and failed to grow in much of the manufacturing sector, unemployment has 
been held down by the expansion of employment in the service sector. 

The health industry both public and private, has always made a sub- 
stantial contribution to the absorption of Canada’s growing labour force. 
Even in the relatively depressed period 1931-41, employment grew at a trend 
rate of 3.3 per cent compared with 2.6 per cent for the total labour force. 
Between 1941 and 1961 when the labour force rose by 1.5 to 2 per cent a 
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year, employment in the health services industry increased at an annual average 
rate of between 5 and 6 per cent, with the most rapid rate of growth being 
achieved in the nineteen fifties.1 Over the whole period 1931 to 1961 full-time 
and part-time employment in the health sector rose from 68,000 to 281,000, 
an average annual increase of 6 per cent while the total labour force was in- 
creasing at around 2.2 per cent. In this thirty-year period, the proportion of 
health workers rose from 1.9 per cent of the labour force to 4.3 per cent of the 
labour force.” Although the industry has always continued to employ a good 
many more women than men; in the professional fields, medicine, dentistry, 
etc., men outnumber women to a considerable extent. In over-all terms in 
1961 some 76,000 males were employed in medical, dental, hospital and other 
health activities along with 205,000 female employees and professional self- 
employed, for a total of 281,000. 

One outstanding feature of the employment situation in the health 
industry is the rapid increase in the job opportunities for women, particularly 
for part-time work. While male employment rose by 26,000 to 76,000 in the 
decade before 1961, female employment in hospitals, physicians’ and dentists’ 
offices rose by 98,000 to 205,000. As a consequence the growth of the industry 
has taken place, to a large extent, by absorbing new additions to the female 
labour force or by using the part-time services of married women, many of 
whom were registered nurses. It follows then that much of the expansion took 
place without depriving other sectors of the economy of scarce labour resources 
and slowing down the rate of growth elsewhere. It is true that the growth of 
the supply of physicians and other professional personnel might indicate that 
highly intelligent and able individuals were drawn from other productive 
sectors of the economy but the increased supply, to a significant extent, was 
generated by immigration and Canada benefited by attracting professional 
people. In these cases, a large part of the costs involved in training these 
professionals were borne by other nations. In short, expansion has taken place 
largely at the expense of unemployment (actual or underemployment in the 
home) rather than at the expense of other output these Canadians might have 
produced.* The hospital industry has been especially efficient in using the 
services of part-time female workers and the incomes of many Canadian 
families, both in the rural and urban parts of Canada, have been raised well 


1See Table 12-1. 

2See Table 12-1. It should be noted that this includes only those professional and non- 
professional workers who were directly employed in the industry. It does not include those 
workers employed in the production of drugs, glasses etc., the construction of hospitals and 
many aspects of public and private health administration. If expenditures on these health items 
were excluded from total expenditures real expenditures on health would not exceed 4.5 per 
cent of GNE, not a high proportion relative to employment in view of the number of profes- 
sionals employed. 

8It cannot be said that the education industry was starved for skilled resources by the 
employment of large numbers of women in the health industry since the higher earnings of 
education failed to attract them to that occupation. 
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above the subsistence level through the contributions of a wife with a registered 
nurse’s diploma. Nor should it be forgotten that many a professional man has 
financed his education with the assistance of a wife employed part- or full-time 
in a hospital. 

Automation and changes in technology have had their effect on 
employment in Canada as has the deficiency of demand. It is not our 
task to decide which of these factors is more significant than the other in 
contributing to rising levels of unemployment. What is clear is that the growth 
of government and private spending for the output of the health services 
industry has enabled the Canadian economy to move along a growth path 
that is higher than it otherwise would have been. The demand for goods and 
services has more adequately measured up to the growth of potential supply, 
and thus made possible a closer approximation to the optimum growth path 
and a higher level of employment than would otherwise be the case. It has 
provided employment for large numbers of people who likely would otherwise 
be unemployed or not part of the labour force. It has created employment 
for other sectors as well. Male employment rose particularly in the building 
trades through the construction of hospital and medical buildings as well as 
the houses that two-income families purchased, and in many of the other 
industries which benefited from increased expenditures on health services 
and health capital facilities. 


HEALTH SPENDING—CONSUMPTION OR INVESTMENT 


Goods and services can be divided broadly into two classes: those from 
which individuals and families derive immediate satisfaction and which are 
called consumption, and those which are used to provide consumption at some 
future date and which are called investment. It might appear that the classifi- 
cations which we attach to health services is unimportant and that it matters 
little in what category they are placed. This is not so since the type of expendi- 
tures may have significant effects for policy decisions. If the objective of a 
society is economic growth, and economic growth is now defined not only as 
an increase in a nation’s output but also as greater output per unit of input— 
increased productivity—then the question becomes, what will lead to an 
increase both in output and productivity? What will enable more goods and 
services to be produced in the future than are produced today? What will 
permit more output to be produced in the future with the same volume of 
resources? 

Now, if economic growth is defined in this way, and if it is assumed 
that growth takes place purely as a function of adding to physical capital, 
machines, buildings and inventories, then it may be implied that resources 
allocated to the production of health services are consumption and not 
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investment and thus make no contribution to economic growth. Moreover, 
if resources are fully utilized elsewhere the expansion of health services may 
even limit economic growth by taking resources from investment industries. 
On the other hand, if economic growth also depends on the number and 
quality of the population, then many non-material things, particularly health 
services and educational services may be classed as investment since they 
either increase the supply of labour or improve its quality, both of which 
lead to a higher rate of economic growth and more consumption in the future 
than otherwise could be obtained. 

It is not our intention to enter into a technical discussion of the 
factors which lie behind economic growth. These are set out in detail in 
the studies prepared for us and they are summarized in Chapter 19. Yet 
because of the link between the provision of health services, the growth and 
quality of the population and the rise of total and per capita national output, 
it is necessary briefly to discuss what these relationships are. 

Economic growth does not depend solely on capital goods, tools and 
construction works, but also on the natural environment and its resources, 
the stock of labour, knowledge and technology. It is influenced by the 
extent of the market and the degree to which this permits specialization 
and the use of large-scale technology. Providing that the demand for goods 
and services is adequate and measures up to the growth of supply, an economy 
can achieve a high rate of growth if the supply of capital and labour grows 
rapidly, and resources and/or technology are abundant. It is evident that 
population growth is doubly important as a factor related to growth since 
it is the source of labour supply in the productive system and is also the 
basis of most of the demand for the output of the system. 

The distinction between capital goods and labour is one, however, 
which is becoming increasingly difficult to maintain. Our own and other 
studies of economic growth have emphasized that economic growth is not 
solely to be attributed to additional amounts of labour and capital but also 
to changes in the human factor, organization, and technology. A nation’s 
wealth consists not only of structures, machines, inventories and resources, 
but also of its human capital, the productive skills, knowledge and creative 
genius of its people. It is the quality of human beings, their energy, ability, 
attitudes, education and training which make possible the expansion of 
technological and managerial knowledge which increasingly yield economic 
progress in the modern world. To the extent that a nation, either individually 
or collectively, increases investment in human capital either by improving 
the physical and mental well-being of the population, or by providing in- 
creasing amounts of higher education, on-the-job training and re-training for 
those whose skills become obsolete, so will it have contributed to the growth 
of per capita output with all that this entails. 
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We wish, therefore, to emphasize strongly that not all, or even the 
greater part, of expenditures on health services are consumption; they are 
not solely a cost to the individual or society since they may yield substantial 
economic benefits; they are investment expenditures. It is true that the 
conventional measurement of the national income or product considers ex- 
penditures on health services, like those for food, clothing and education, as 
outlays for final products, and therefore, as consumption. It is also true that 
in one sense we have agreed with this classification since we believe that 
good health directly benefits individual welfare by improving the quality of 
living. But since health expenditures have led to a reduction of disability and 
illness for people in the productive ages and to a lengthening of life generally, 
in many cases benefits have more than outweighed their costs. 

Unlike many developing nations where the acceleration of population 
growth has tended to keep the majority of people living at a bare subsistence 
level, Canada has been able to increase its population and to achieve a rising 
standard of living in the form of increased consumption of goods and 
services. This has been particularly so since the end of World War II. 
In some years the upward trend was halted, but over the period as a whole 
a definite improvement has taken place. Personal expenditures per capita 
in real terms rose from $840 in 1946 to $1,032 in 1962 or by 23 per cent. 
Rather than being subject to diminishing returns, the Canadian economy 
as a whole is, in all probability, continuing to experience increasing returns 
to labour and capital. That is, we are still below the optimum proportionality 
of labour and reproducible capital to our land and natural resources. In 
such circumstances additions to our labour force have not only created a 
larger national output and permitted per capita incomes to rise but also, as the 
Canadian market expanded, made possible the creation of specialized in- 
dustries and the more rapid replacement of out-of-date equipment and facili- 
ties. It is true that, in certain periods, not all of the growing labour force has 
been fully employed, but this reflects in part the inadequacy of economic 
policy generally pursued, not a proof that a growing population is undesirable. 


ECONOMIC BENEFITS OF HEALTH CARE 


Expenditures for health care can generate a larger productive labour 
force in two ways: by extending the length of working life and by ensuring 
that individuals are able to work more regularly during their productive years. 


Size of the Labour Force 


The decline in early mortality, which has been examined in Chapter 5, 
has had as its consequence, a lengthening of the period of time spent in pro- 
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ductive activity, and this despite a longer period of education and delayed 
entrance into labour force and a declining age of retirement. Since the end 
of World War I, the life expectancy of the average North American has in- 
creased from 54 years to 70 years, while in the last 25 years, the life 
expectancy of the average Canadian has increased from 61 to 70 years.? 
Moreover, though mortality in infancy and childhood, and from diseases 
which strike young adults, such as tuberculosis and poliomyelitis, have been 
reduced to a low level; there has not, as yet, been any significant lengthening 
of life into the period when individuals consume more than they produce. 
The unproductive aged have not increased to any substantial extent as a 
proportion of the total population and the indications are that this pro- 
portion will rise only a little over the next generation. Thus in 1961, 
persons 65 years of age and over comprised 7.6 per cent of Canada’s popu- 
lation and are expected to comprise 8.9 per cent in 1991.7 As more young 
people reach their productive years, the nation as a whole is able to support 
a larger number of unproductive persons including children, students in 
university and the aged. 

We have not calculated the value of an additional unit of human 
capital in Canada, but a rough estimate has been made of the value of an 
American male in 1950 which suggests that this would amount to between 
$17,000 and $33,000 depending on the rate of interest used.? The value of 
a man is greatest around 27 to 30 years? but even up to the age of normal 


1 Bureau of The Census, United States Department of Commerce, Statistical Abstract of 
the United States 1961, Washington, D.C.: U.S. Government Printing Office, p. 54; and 
Dominion Bureau of Statistics, Vital Statistics 1960, Ottawa: Queen’s Printer, 1962, p. 62. 

2Stukel, A., ‘Population Projections, 1966-1991”, Appendix E, in Brown, T. M., 
Canadian Economic Growth, a study prepared for the Royal Commission on Health Services, 
Ottawa: Queen’s Printer, 1964, Tables 1 and 11. 

3See Weisbrod, Burton A., The Economics of Public Health, University of Pennsylvania 
Press, Philadelphia, 1961. The economic value of a man at any point in time is calculated by 
estimating his life expectancy, his probability of being employed, his expected gross earnings 
and consumption in each year of his life. By subtracting consumption from gross earnings and 
applying a rate of discount to this stream of earnings, an estimate can be made of the present 
value of a man to his family or society. It is clear that all such estimates, particularly the 
economic estimates, are subject to a substantial margin of error. It is also true that the money 
value of a man depends on the rate of discount chosen. If resources are available for investment 
in health or in alternative forms of investment and the latter yield 10 per cent, then the 
appropriate rate of discount might be 10 per cent and the money value of a man would, 
according to Professor Weisbrod’s estimate, be $17,000. If, however, it is believed that the rate 
of return on alternative investments would only be 4 per cent then the money value of a man 
would be $33,000. The lower the discount rate the more valuable future dollars become. It 
follows then that what we think about rates of return affect our allocation of resources but it 
iS significant that even at a relatively high rate of discount, the money value of a man is 
positive. 

4As a man acquires knowledge and experience his income continues to rise until his 
forties. The economic value of women, once they have brought up their children is somewhat 
less as women workers reach their peak incomes earlier than men. Such an economic assessment 
in no way reflects on human values which frequently continue to rise with the wisdom and 
experience that comes with age. 
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retirement an average adult male, alive and working, still produced more 
than he consumed; that is, he had a net productivity and the nation as a 
whole benefited if he lived to his normal retirement age. Although the value 
of a man in Canada would be somewhat less than the estimate suggested 
for the American male since average earnings are somewhat lower, there is 
an offset in that his personal consumption mav also be somewhat lower. Thus 
there is little doubt that it is in society’s interest to keep productive workers 
active until retirement. What has been said here about male members of 
the labour force also applies to female members of the labour force 
and to women working at home though the present value of their future net 
earnings will be lower. It is true that the resources used for health care 
might yield a higher social benefit if used elsewhere, but this question is still 
undecided and there is a growing body of opinion to support the belief that 
investment in human capital yields returns comparable to investment in 
fixed capital.* 


Reduction of Disabling Illness 


It is of course necessary to recognize that despite the level of health 
spending, indications are that the amount of disabling illness remains large 
and has not declined to the same extent as mortality. In part, the failure of 
morbidity to decline may be due to better reporting of illness compared 
to earlier periods and to the ability of an increasingly wealthy society to 
take time from work in order to avoid the possible serious complications 
of untreated minor illness. Yet, given the nature of man who must ultimately 
sicken or die, the volume of disabling illness has certainly increased as a 
consequence of health expenditures that permit the survival of the perma- 
nently disabled young person and the non-productive chronically ill aged. On 
the other hand, it is also evident that there are many individuals, who a gen- 
eration ago would have been chronically ill and thus unproductive, but who 
are now working and not only supporting themselves but also others. The 
marked decline in long-term disability from tuberculosis, mental illness, 
poliomyelitis, and other diseases that disabled the working population has 
increased the output of the nation just as effectively as if the unemployment 
rate of a community were to decline permanently. In addition, to the extent 
that capital equipment lies idle or is used less effectively which may be 
common in a small firm, a reduction of work-time lost through illness may 
increase the productivity of capital as well as labour. 


1 The difficulty which arises when distinguishing the returns to investment in health from 
the returns that arise from other forms of investment in human capital are discussed further on 
in this chapter. 
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Health and Education 


We also wish to emphasize that health expenditures by reducing 
the incidence of death and illness have indirectly stimulated that major 
engine of progress, investment in education. We have indicated that the 
growth of population increases the size of the market and thus the potential 
for specialization. But the acquisition of education also involves a cost to 
the individual, to business, or to society so that the amount of such investment 
undertaken will depend, to a substantial extent, on the expected rate of return. 
This, assuming no technical obsolescence, will depend on the average length 
of productive life. It follows that the lengthening of life itself has played 
a vital role in increasing the stock of investment embodied in Canadians 
since it has made it more attractive for individuals to incur the costs of ad- 
vanced education and made it more likely that Canadian society will reap 
the benefits derived from public expenditures on schooling generally. 
Although it is probably true that specific individuals believe that they will 
live until 70, if the average expectancy of life at age 16 was 40 the willingness 
of the average individual to delay entry into the labour force until he had 
acquired advanced training, in all probability would be substantially less 
than it is today. Even when technical obsolescence is taken into account, the 
lengthening of working life provides an incentive to incur the costs of re- 
training since it offsets the fact that the incentive to invest in human capital 
declines at an accelerating rate with age. 


The growing contribution of employed women to the material progress 
of our nation also has been facilitated by the lengthening of their life and 
the reduction of severe disabling illness among children. Young women now 
find it profitable to invest in education before marriage in the knowledge 
that the returns to such investment can ultimately be garnered when their 
children are grown up or even when their children are in school. The 
increasing incomes of Canadian families owes a great deal to the ability of 
wives to supplement their husbands’ incomes. 


Health Essential to Economic Progress 


Even capital accumulation itself, to the extent it depends on savings, 
has been influenced by the lengthening of human life. Given the expectation of 
a very short life, a preference for current over future consumption would be a 
rational choice for an individual since a consumption plan which stresses 
early years is more certain of fulfilment than one which emphasizes later 
years. A lengthening of the life span by increasing the possibility of surviving 
into retirement will lead generally to an increase in the rate of saving and 
thus capital accumulation. 
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It must also be recognized that many expenditures on health are the 
necessary cost of operating an advanced industrial economy and thus are 
essential for economic progress. They are intermediate expenditures, part 
of the production costs of final output. Indeed it has been argued that all 
expenditures on health should be classified in this way since they do not 
provide pleasure or product but keep us sufficiently healthy to earn income 
or enjoy it. If they do not contribute to our standard of living they should 
then be treated as a form of input to be excluded from the national output 
altogether. In an epidemic where hospitals move from 80 to 100 per cent of 
capacity and all physicians and nurses are working overtime, it can hardly 
be supposed that consumption of goods and services has risen merely because 
health expenditures have risen. 

This has not been our approach. But we wish to emphasize that many 
expenditures arise as a consequence of the hazards of occupation including 
industrial accidents, travel on roads and highways to and from work or 
school, and from stress illness associated with the pressures of modern busi- 
ness and factory life. Industrial air and water pollution and radiation hazards 
generate their yet unmeasured costs in terms of health expenditures as well 
as in benefits for an industrial society. 

The benefits that derive from health services are apparently one major 
reason why Canadians, either individually or collectively, have spent a 
significant proportion of their income on such services. Despite their cost in 
money and foregone leisure, and despite the uncertainty that attaches to any 
specific benefit, Canadians have been willing, where they are able, to purchase 
health services since these offer a substantial monetary return when they 
enable the recipient to carry on with his normal productive activities. We 
have already referred to the increasing probability of achieving a real 
benefit from any given expenditure on health. Over this period the cost of 
mortality and illness has also been rising because of the amount of educational 
capital embodied in human beings. At the same time this investment has 
generated higher incomes so that Canadians have been able to devote a 
rising proportion of their growing incomes to improve their state of health. 
It makes economic sense to devote a portion of income to purchase the 
probability of better health resulting from improved health services. The 
same reasoning accounts for expenditures by business firms on direct health 
services or health insurance for their employees. Since firms provide on-the- 
job training and incur costs when productive workers are absent, they are 
willing to spend additional sums to reduce absenteeism and labour turnover. 
Thus health expenditures represent an investment outlay which may yield 
benefits to the firm equal to or in excess of their cost. 

Despite general agreement that the provision of health services has 
contributed to the decline in mortality and morbidity and to the productivity 
of our society, it is not possible, at present, statistically to separate this 
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contribution from that of improved diet, housing, environmental sanitation, 
and education, or to develop an estimate of the contribution of any specific 
health service to the declining importance of any specific disease; though in 
many cases the evidence would indicate that the development of health re- 
search has played a significant role.1 Over the past quarter of a century how- 
ever, the probability that additional expenditures by Canadians on food, cloth- 
ing and housing would yield significant benefits in the form of lower mortality 
or morbidity has likely declined while the probability of achieving a benefit 
from expenditures on medical, hospital, nursing, and dental services along with 
drugs has almost certainly increased. To the extent that health expenditures 
have contributed to reducing mortality and morbidity in the labour force, they 
have become more significant in that part of the economic complex which we 
call investment in human capital. In a broad historical perspective we can con- 
sider a major factor in economic progress, the shift from land in the 
eighteenth century to physical capital in the nineteenth century, and the 
growing emphasis on human capital in the twentieth century. In our view, 
continuing investment to improve human qualities; better education, greater 
productivity and a longer creative life span will pave the way for even more 
remarkable economic progress in the twenty-first century. 

We have concentrated our attention on the benefits that are derived 
from expenditures on health services for the productive labour force. This 
does not mean that there are no economic benefits to be derived from the 
provision of health services for those who make no direct contribution to the 


1 Considerable literature is accumulating dealing with investment in human capital and 
economic returns resulting from increased life expectancy. 
Examples include: 
Bator, Francis M.—The Question of Government Spending (Harper 1960). 
Becker, Gary S.—Investment in Human Capital—A Theoretical Analysis, unpublished study 
prepared for Exploratory Conference on Capital Investment in Human Beings, New York: 
National Bureau of Economic Research, 1961. 
Denison, Edward F.—The Sources of Economic Growth in the United States and the Alter- 
natives Before Us, Washington, D.C.: The Committee for Economic Development, 1962. 
Federal Expenditure Policy for Economic Growth and Stability, Joint Economic Committee, 
Washington: United States Government Printing Office, 1957. 
Fein, Rashi—Economics of Mental Illness—Joint Commission on Mental Illness and Health, 
Monograph Series No. 2, New York: Basic Books, Inc., 1958. 
Lees, D. S.—Health Through Choice, Great Britain, Institute of Economic Affairs, 1961. 
Mushkin, Selma J.—Health as an Investment, unpublished study prepared for Exploratory 
Conference on Capital Investment in Human Beings, New York: National Bureau of Economic 
Research, December, 1961. 
Review of Economics and Statistics, Supplement, August, 1962 (various articles). 
Schultz, T. W.—‘Investment in Human Capital”, American Economic Review, March 1961, 
DDAG Lae 
Vaizey, John—The Economics of Education, London: Faber and Faber, 1962. 
Weisbrod, Burton A.—Economics of Public Health, Philadelphia: University of Pennsylvania 
Press, 1961. 
Weisbrod, Burton A.—‘“‘The Valuation of Human Capital”, The Journal of Political Economy, 
1961, pp. 425-436. 
Weisbrod, Burton A.—‘An Expected-Income Measure of Economic Welfare”, The Journal of 
Political Economy, August, 1962, pp. 355-367. 
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national output. Expenditures on health services for children are clearly 
intermediate expenditures since an obvious benefit is the maintenance and 
- expansion of the stock of human capital. With the prolongation of education 
and training a person may have no net productivity until the age of 19 or 20. 
The cost to society and the family of the loss of such an investment through 
ill-health is becoming increasingly large. Expenditures on health services 
for housewives and mothers also can be considered as an intermediate rather 
than a consumer expenditure. Although the National Income excludes the 
services of wives it does include the services of paid housekeepers, cooks and 
nurses whose services in most households are provided by wives. By keep- 
ing wives in good health, not only the family and society as a whole benefits, 
but it becomes possible for a nation to prepare those women entering the 
labour force for other tasks than those involved in operating a household. 


INDIRECT BENEFITS OF HEALTH SERVICES 


In our emphasis on the more direct benefits to be derived from a 
healthy population we must not overlook certain indirect benefits. Thus ex- 
penditures on health services which lead to the elimination of infectious 
disease not only allow people to fill a productive role once again, but 
also prevent them from infecting future generations. The benefits that 
accrue from the control of tuberculosis, smallpox, and venereal diseases 
extend far beyond those received by this generation. To the extent that 
diseases are eliminated, the costs of case-finding and treatment are also 
eliminated although, given the inevitability of death through disease, and our 
desire to provide medical and hospital care for the dying, some other disease 
ultimately must be treated at a cost. Finally, since the physically and 
mentally ill and the disabled cannot be left to starve or die of neglect, the 
rehabilitation of the non-productive worker reduces the need for a transfer 
of resources from the healthy members of the society to the sick and disabled. 
This transfer does not add directly to the total product of society but it 
permits governments to reduce taxes as welfare payments decline, or provides 
them with additional revenue with which to finance other public consumption. 

There are also mental stresses that the provision of health services 
may eliminate. The loss of a husband, wife or child, or the existence of a 
permanently disabled member of a family, can have serious effects on the 
efficiency of the productive members of the family either directly through 
grief or indirectly through the reallocation of effort that a permanently 
disabled or retarded member lays upon others. To the extent that health 
services eliminate those unhappy events, the productivity of the household 
may be sufficiently high as to pay the cost of such services. Similarly, ex- 
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penditures on services for the aged or mentally ill that restore them even part 
way to health, may relieve households of heavy burdens and increase the 
productivity of all household members. But even if there were no external 
benefits in the form of increased productivity, such health expenditures may 
still not be regarded as consumer expenditures since they are incurred to 
avoid the losses resulting from complete disability. 


VALUE OF HEALTH SERVICES 


The conclusion at which we have arrived is simply this. Expenditures 
on health services are, in many cases, quite different from the purchase of an 
ordinary consumer good. They may actually be a form of investment in 
human capital; they may be more important, in an affluent society, than 
additional expenditures on food and shelter and they may yield important 
external benefits both for the family and society as a whole. If income is 
not a barrier to purchase health services we can expect that a significant 
proportion of individual or family resources will be devoted to their purchase. 
Yet some fundamental problems remain. 

Although most health expenditures involve some investment in 
human capital or an intermediate expenditure they may also involve con- 
sumption outlays at the same time or even be the consequence of other 
consumption on the part of the individual. 

Lung cancer, cardiac illness, alcoholism, and highway and other 
accidents, all appear to be, in part, the consequence of individual behaviour. 
In a sense, more responsible behaviour would eliminate the need for many 
health expenditures. But having incurred an illness it would still pay an 
individual to regain his productive position and avoid disability or premature 
demise. We may regret unwise human behaviour but we have to accept it as 
a reality of life. We feel that even where the net gain to society is negative, 
i.e., when output to be expected is less than the costs of health services 
required, it still is desirable to assist people to regain their health. 

We face great difficulties in deriving a satisfactory measurement of 
the benefits of health services since the demand for such services may be 
a combined demand, a demand for preventive or treatment services together 
with a demand for some satisfaction that has no direct effect on health. 
This becomes clear if an attempt is made to define the optimum volume 
and consumption of health services that should be provided for a specific 
illness or the prevention of some disease. Does an illness require a private 
hospital room, special nursing care, specialist or general practitioner care, 
chronic or active treatment hospitalization, ten or eleven days of hospital 
care, hospitalization for laboratory and radiological diagnostic services, a 
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physical examination every six months or every year? To raise these questions 
is to reveal at once the difficulty of answering them, of isolating the interme- 
diate or investment expenditure that yields health benefits from the consump- 
tion expenditure that yields consumer satisfaction but is not essential for 
the maintenance of good health. We have attempted to answer this question 
in our discussion of the quality of health care and the role of the physician 
in determining what is “necessary” or “unnecessary”.t Here we wish to 
emphasize that in economic terms it is desirable to compare the marginal or 
additional cost of an additional health service with the marginal benefit 
derived from it. 

From the point of view of both the physician and the patient the 
additional cost of one more diagnostic service or an additional day in hospital, 
may outweigh even a small possibility of the avoidance of death or a more 
complete recovery since such an outlay is not consumption but a good 
investment. The economics of health services in an affluent society are con- 
siderably different from those of a country facing problems in providing 
sufficient food to keep people from starving. 


ESTIMATED COST OF ILLNESS 


Although progress in the development and the provision of health 
services has reduced mortality and the period of disability from many 
illnesses, and although it is not to be expected that the productive gains 
from health expenditures will be as great in the future as they have been in 
the past, further improvements in health would still yield significant economic 
as well as human benefits both by increasing the output of goods and 
services that Canadians can produce and by freeing resources now devoted to 
health and welfare for other purposes. There are thousands of Canadians 
who die long before their full productive contribution to society has been 
achieved,? thousands of others who make no productive contribution because 
they are permanently mentally or physically disabled while other thousands 
lose time from work or from school and home activities because of non- 
disabling illness. 

The economic cost of premature mortality can be indicated by the 
application of Professor Burton A. Weisbrod’s estimate® of the present value 
of net foregone earnings for American men and women in 1950 to the 





1See Chapter 7 and 13. 

2In 1960, there were 57,691 deaths in Canada under the age of 65. (See Dominion 
Bureau of Statistics, Vital Statistics 1960.) 

8’ Weisbrod, B. A., Economics of Public Health, op. cit., Chapter 7, pp. 48-70. 
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mortality from cancer, diseases of the circulatory system and accidents in 
Canada during 1960.* Using a discount rate of 10 per cent, the elimination 
of these deaths in one year alone would have been the equivalent of a net 
gain—after deducting consumption expenditures of survivors—of over 
$400 million, a return that would make some investment in health worth- 
while. If the discount rate used were to be 4 per cent the gains would 
be all the larger as can be seen from Table 12-2 where the use of a 4 per cent 
discount rate increased the gains from reducing mortality due to cancer 
from $118 million to $167 million. A lower rate of discount would also 
increase the value of production consequent on the elimination of accidents. 
This is especially true where the death of children is involved. With a high 
rate of discount, earnings far in the future possess only a small present value 
so that the loss of a child has a lesser economic significance than the loss 
of life of a young adult male. 


Absence from work because of illness or injury also imposes heavy 
burdens on Canadians. The direction of causation may be uncertain, but it 
is significant that there is a high correlation between the number of days 
an individual is disabled from illness and the size of his income. Low 
incomes and above average illness are still too common an experience in our 
society. Thus, on an average day there are about 2 per cent of the labour 
force? absent from work because of illness and accident while during the 
whole year the total number of days lost through non-disabling physical 
illness amounted to nearly 34 million or 5.2 days per employed person. 
Days lost from work as a consequence of total physical disability were 
estimated to be 53 million and from mental illness, 11.4 million. The cost 
of such absences is estimated to have been equal to a loss of output of at 
least $1,420 million. This was equivalent to about 3.8 per cent of total 
output (GNP) and 6.4 per cent of the total civilian payroll. This loss of 
output was the consequence of a loss of productivity from non-disabling 
illness among those normally employed amounting to around $490 million; 
loss of productivity as a consequence of permanent physical disability 
amounted to $765 million; while productivity amounting to an estimated 
$165 million was lost as a consequence of mental illness. 


In 1961 the average Canadian worked 2,164 hours per year. On the 
basis of an average 40 hour five-day week this represents 270 working days 
a year. Accordingly, the 64 million man days of inactivity because of total 
physical disability and mental illness may represent a total loss of 237,000 

1See Tables 12-2 to 12-4. 
2In 1960, the non-effective rate from certified illness in the Federal Civil Service was 


1.9 per cent. See Dominion Bureau of Statistics, Illness in the Civil Service 1960, Ottawa: 
Queen’s Printer, 1962, p. 12. 
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man years of potential work." This is not to suggest that all the physically 
disabled and mentally ill can be rehabilitated but it has been represented to us 
that many can, either in part or in full. 

Canadians have heard a great deal about the level of unemployment 
in their country which has been described as the highest among the industrial- 
ized nations of the world. In 1962 the unemployed averaged 391,000 for 
the year as a whole. The “silent” unemployed, the handicapped and the 
mentally ill, losing 237,000 man years of potential work are equivalent to 
about three-fifths of the number of persons actually unemployed. 

A major part of Canada’s economic policy has been to speed up the 
rate of economic growth, to strengthen the economic base of the country 
and to reduce the continuing high volume of unemployment to a more 
acceptable level. We believe that an equally strong case can be made to 
pursue policies which will reduce the number of the “silent” unemployed 
with great benefits to the individuals involved, their families and the nation 
as a whole. 

The economic and social advantages to be derived from what we have 
described as the “silent” unemployed are great indeed. But such an objective 
cannot be achieved without cost. Further, despite the very substantial loss 
of production due to death and illness it is still true that such losses amount 
to a relatively small proportion of total output, and on the basis of present 
knowledge, all that could be achieved is a reduction of such losses, the degree 
of which would in part be determined by the efforts made by society to realize 
such an important objective. 

The reduction of accidental death presents a great many problems. 
A sizeable proportion of the lost work-time caused by non-disabling dis- 
eases among those normally employed is produced by respiratory illness— 
the common cold—whilst among those not in the labour force because of 
mental illness, perhaps 40 per cent suffered from mental deficiency, many of 
whom were permanently unemployable. It would be utopian to believe that 
mortality, illness and disability among the working force could ever be 
eliminated. But if lost productivity from illness could be reduced by even 
one-third, say, $500 million a year, this would be a sizeable contribution to 
the maintenance of those who must be maintained anyway if humanitarian 
considerations are not to be disregarded altogether. 


1A number of examples were presented to us in our hearings of economic losses incurred 
due to illness. To illustrate: ““A dramatic example of this waste is illustrated in the figures taken 
from Canadian Labour Congress ‘Highlights,’ Vol. 4, No. 5, May 1, 1961, which show that in 
1960, while 747,120 man working days were lost by reason of strikes, 20,228,000 man days of 
employment were lost through illness. This is 27 times greater than the strike time lost although 
the strike time usually receives 27 times more publicity. Unemployment accounted for 141 times 
the strike time loss or 105,716,000 man working days”. Brief submitted to the Royal Commis- 
sion on Health Services by Robert M. Strachan, M.L.A. Leader of the Opposition, British 
Columbia, Victoria, B.C., February 1962, p. 8. 
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That there are benefits to be derived from the rehabilitation of 
workers cannot be over-emphasized. This is evident from the joint activities 
of the Federal Government and the provinces carried out through the Civilian 
Rehabilitation Programme and the Technical and Vocational Training Pro- 
gramme. A study of nearly 10,000 rehabilitated persons has been carried out 
by the Civilian Rehabilitation Branch of the Department of Labour. On the 
basis of what it would have cost to maintain those rehabilitated in 1961-62, 
and on the assumption that those rehabilitated in earlier years earned at least 
as much as those rehabilitated in 1961-62, it is estimated that in that year 
the savings in maintenance expenditures approached $60 million, while the 
earnings of those employed amounted to over $180 million.t There were, 
of course, costs incurred for medical, hospital, nursing and other health 
services which, on the average, amounted to $1,000 for each person rehabili- 
tated. There were, in addition, other costs incurred in providing health services 
for those who still were unable to work after receiving services. But taking 
these into account the success of the programme seems established. Other 
evidence has been presented by the Co-ordinating Council on Rehabilitation 
of Saskatchewan which indicated for a group of 71 people rehabilitated, the 
cost to the taxpayer for their support was reduced by $54,580 annually. Each 
individual earned, on the average about $2,000 a year. 

Statistics obtainable to assist in an assessment of the economic costs 
of premature mortality and illness are limited and approximate. Still they 
are useful in that they indicate the order of magnitude of such costs. Table 
12-5 brings together the monetary costs of a few selected diseases; mental 
illness, diseases of the circulatory system, accidents and cancer. The costs 
are estimated losses through mortality in 1960, production losses through 
illness and finally treatment costs. Mental illness was the most expensive 
amounting to an estimated $535 million, followed by diseases of the cir- 
culatory system, $409 million; accidents, $241 million; and cancer, $178 
million. These figures while rough do give some indication of the areas 
where the greatest returns to health spending might be expected and what 
these returns might consist of. As is generally recognized mental illness was 
by far the most costly illness to Canadians both because of lost productivity 
and the cost of maintenance and treatment, and would have been much 
more costly if the mentally ill had been provided with as high quality hospital 
care as the physically ill. On the other hand, the losses generated by diseases 
of the circulatory system, cancer and accidents arise primarily from the 
premature death of Canadians in the most productive portions of their life, 
middle age, although the lost production and treatment costs were not 
insignificant. 


1Data supplied by “Rehabilitation in Canada”, Department of Labour; Ottawa: Queen’s 
Printer. 
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COSTS AND BENEFITS 


We have tried to identify the benefits that accrue as a consequence 
of expenditures on health services since identification of benefits is a logical 
step prior to the measurement of such benefits. We recognize that our 
discussion is limited by the inability at this time to quantify benefits in 
a definite manner, but we feel that the evidence is such as to support our 
judgment that the social and economic advantages derived from the re- 
duction of premature mortality and illness have been large and that further 
benefits will accrue in the future. The allocation of research funds to 
cancer, accident or mental illness programmes, or to diagnostic and treatment 
services that led to a further reduction of illness and death, would certainly 
produce large benefits. On the other hand, an early detection of cancer 
which reduced mortality without reducing morbidity might have as its conse- 
quence an increase in treatment costs for those who continue to live, plus the 
economic loss of production needed to offset the extra consumption of a 
non-productive member of the society as is already the case for children with 
serious mental deficiencies. 

We must therefore emphasize that the benefits from an expansion 
of health services cannot be achieved without cost. The provision of in- 
formation about health hazards; the creation of an appropriate attitude 
towards risk; the provision of more scientists and scientific equipment along 
with the supporting staff for health research; the provision of more physicians, 
dentists, nurses to provide health care for those who do not at present 
receive it and the establishment of more diagnostic, treatment and rehabilita- 
tion centres for the mentally and physically disabled; all require that re- 
sources be allocated to health, unless they are unemployed, that could be 
used to satisfy other investment and consumption requirements. The aware- 
ness of the benefits to be derived from investment in human capital has re- 
cently led to the investigation of the relationship between this cost and benefit, 
and the data available for such an assessment are still limited and ap- 
proximate. As yet we cannot speak of a return of 10 per cent from an invest- 
ment in health services, or of a return of 9 per cent from an additional 
million dollars invested in research compared with a return of 11 per 
cent from an additional million dollars invested in a rehabilitation centre. 
Yet a choice must be made since sufficient resources will not be available 
to eliminate every disease. Some guide lines for public policy on health ex- 
penditures are, as we have indicated, vital and one guide line is the estimated 
economic benefits to be derived from the reduction of various illnesses. Pres- 
sures and special interests should not be allowed to determine the alloca- 
tion of resources to specific diseases. 
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TABLE 12-5 ESTIMATED VALUE OF LOST PRODUCTIVITY 
FROM SELECTED DISEASES, CANADA, 1960-61 








Diseases 
Item Mental of the Accidents Cancer 
Illness Circulatory 
System 
000,000 

SESE 2 SS ee a RT — 168 130 118 
“SEITE CC] 2. a tm 165 130 71 i 
PGCATINGHE COStS cco. ccssevecgessosseavonesens 370 111 40 53 
ECG 7, Hee et Ta ye ee 335 409 241 178 


Source: Madden, J. J.. Economics of Health, and Kohn, R., The Health Status of the 
Canadian People; studies prepared for the Royal Commission on Health Services, Ottawa: 
Queen’s Printer, 1964. 


The national interest along with adequate planning and preparation, 
should be the basis determining priorities, and the pattern of an evolving 
integrated health programme for Canada. To assist decision makers in 
legislatures, governments, the health industry, and the public at large there 
is therefore need for continuing economic research and data processing with 
results being made public so that programmes and policies can be formulated 
with an adequate understanding of the costs of and benefits to be derived 
from current and additional health spending. This could be one of the func- 
tions of the Health Sciences Research Council which we propose.* 


1See Chapter 2, Recommendations 177-185. 
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INTRODUCTION 


In a field as dynamic as health services in which new discoveries are almost 
commonplace, forecasts must be tentative. Nevertheless, planning is an es- 
sential element in the effective provision of health services and in the budget- 
ing for the capital and operating costs of the vast industry serving health 
needs. The administrators and planners need projections. Possible obsoles- 
cence has to be reduced to a minimum by basing planning on the latest 
knowledge of existing and likely patterns, as well as by continual review 
and evaluation of the existing programmes. To wait for definitive answers. 
to all existing problems, however, would mean the loss of the benefits to 
be derived from existing knowledge. Because tuberculosis sanatoria or mental 
hospitals are obsolete today, does not mean they should not have been built 
in the first place: without them progress could not have been achieved. 
Every new hospital begins to become obsolescent the day it opens its doors. 
This is unavoidable and it is part of the price of progress in all fields where 
technological advance plays a role. In some cases obsolescence can be 
forestalled; for instance, the buildings of a new mental institution can be 
designed in such a way that they can be used for other institutional purposes. 
when they become an outmoded means of accommodating patients. 

Any assessment of what the future holds for the major elements. 
that make up the health services complex—the personnel, the facilities 
the financing, and the manner in which these elements are organized must: 
take account of four factors which are related to social change in general,. 
and changes in the health services complex in particular. These have been 
discussed in Chapters 4 and 11, but they are briefly mentioned here in order 
to reiterate their importance in the development of health services. 

The first of these is population change in terms of size, age structure, 
mobility and rural to urban movement. With an annual net immigration: 
inflow of 50,000 we expect the Canadian population to reach 35.1 million 
by 1991. By that year we expect that the number of children under fifteem 
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years of age will almost double, while the number of people aged sixty and 
over will more than double.t The mobility of our population is illustrated 
in Chapter 4 where we indicate that between 1948 and 1961 of all families 
receiving family allowances there was an increase from over 19 per cent to 
more than 26 per cent in families moving from one residence to another. 
There is little doubt that this trend will continue. Rural to urban movement 
shows significant changes; in 1901, 37 per cent of Canadians lived in urban 
areas, but in 1961 the proportion was 70 per cent. 

The second important factor affecting changes in the health services 
complex is the rate of technical discovery and development. The technical 
application of old and new knowledge requires a skilled labour force. New 
skills and professions are based upon technical developments, and as these 
developments increase at an accelerating rate there is a proliferation of new 
skills and professional specialties. 

The third factor promoting change is the increasing demand for 
services rather than material goods. Many of the new skills provide services. 
With the emergence of these additional services the demand for them grows. 
As a society becomes affluent the demand for services increases so that as 
incomes rise individuals increase their consumption of services such as 
entertainment, travel, education, and health care. This is a reflection of the 
demand for a higher and more diversified standard of living. 

The role which the government plays in the operation of modern 
industrial societies is the fourth factor which must be taken into account 
when assessing past and future changes in society. As industrial societies 
become more complex citizens turn to their governments for increased activi- 
ties in the economic sphere and attempts to provide increased opportunities 
for health and happiness for all individuals. 

Keeping these four factors in mind we will assess the possibilities of 
supplying Canadians with the “best possible health care” by examining the 
trends in the supply of personnel and facilities, methods of organizing 
health care, and of financing it. This chapter examines the future supply 
of physicians, dentists and dental auxiliaries, and nursing personnel. The 
analysis of the future supply of pharmacists, and other health personnel will 
be undertaken in Volume II of this Report. Chapter 14 deals with certain 
developments in health facilities and their future supply. Developments in the 
organization of home care and rehabilitation services are analyzed in Chapter 
15. The problems associated with the present and future supply, distribution 
cost and prices of drugs are examined in Chapters 16 and 17. One of the most 
significant problems facing the Commission is the problem of prepayment of 
health services and this is dealt with in Chapter 18. 


1See Table 4-4. 
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FUTURE SUPPLY OF PHYSICIANS 


How Many New Physicians? 


We have noted in Chapter 7 that the number of active physicians 
at any point in time is determined by the balance between the inflow of 
medical personnel consisting of those graduating from medical schools, 
immigrant physicians, and those re-entering the profession after a period of 
temporary withdrawal from active practice, and the outflow which includes 
physicians who emigrate, retire or die. Estimates of the future supply of 
physicians based on the balance among these factors, however, can overlook 
certain vital features of future supply. For example, what will be the effect 
of technological change? Will it enable physicians to care for more patients? 
This can be expected if group practice develops and greater use is made of 
paramedical personnel. Some technological developments such as open heart 
surgery, may be of the opposite kind or what the economist calls “labour 
intensive”. These require physicians to undertake procedures which could 
not be done before these developments were introduced or which were done 
by fewer physicians. 

Can we expect the present rate of technological development in 
health care to continue? For example, in recent years, advances in drug 
therapy have enabled physicians to treat more patients more effectively. Can 
we expect a continuation of a trend such as this? Will the continuation of 
developments such as these offset the greater demands for health care which 
will arise as a consequence of population increase and rising expectations? 
Our inability to answer these questions in depth leaves us with the necessity 
of using a somewhat crude indicator, namely, the population-physician ratio 
(or another criterion which is the reciprocal of it, the number of physicians 
per 100,000 population). We realize that this ratio suffers from the inade- 
quacies we have mentioned in Chapter 7, but it serves to indicate broad 
trends. 

Table 13-1 shows the likely number of physicians that will be 
available between 1961 and 1991 on the basis of the maximum possible 
output of existing Canadian medical schools and luniversité de Sherbrooke 
which plans to enrol its first medical students in the academic year 1967-68. 
The population-physician ratio will probably improve slightly during the 
period 1961 to 1971 from 856.6 to 852.9. After 1971, however, it will 
deteriorate unless expansion of educational facilities takes place. This is due 
to the fact that the population will continue to increase, the medical schools 
will have attained their maximum output with present facilities, and a decline 
in the number of immigrant physicians from 400 to 250 annually has been 
postulated after 1971. 
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TABLE 13-1 ESTIMATED SUPPLY OF PHYSICIANS AND CONSEQUENT 
POPULATION-PHYSICIAN RATIOS, CANADA, QUINQUENNIALLY, 1961-1991 


SSS ——\w<—_—— 


Estimated Number 





Y of Physicians Population-Physician 
poe Assuming Present Ration 
Trends in Output* 
PLSTeP ERIS Oe Se ee) Fe ass Nanas ba ae 8 eRe a 21, 290+ 856.6 
L9G OMe ice ttre Nere cae ec ease reese Benes: 23,708 856.1 
19 gD aie 0 ee Poe Ga fy aerate cae N EO carer 26,486 852.9 
19:7 Ce ee ee eer cesar ear 28,730 878 .3 
19S Te Poe strate chee octtensstacoentens ees 30,702 920.0 
LOS Glog eet ad re rs, pete na ease SpAAl 980.0 
199 Lee ree Pe Pee estes ne 33,417 1,050.6 


*Based on expected output of medical schools without major expansion (except l’université 
de Sherbrooke which is included) in terms of resident Canadians admitted to intern year (total 
number less 10 per cent); 400 immigrant physicians to 1971, 300 to 1981 and 250 to 1991, and a 
composite attrition rate of 3 per cent applied annually. 

**Population estimates based on a net immigration of 50,000 per year. 

+Dominion Bureau of Statistics, Census of Canada, 1961, Vol. III, Part 1, Ottawa: Queen’s 
Printer, 1963, Table 6. 


SouRCE: Judek S., Medical Manpower in Canada, a study prepared for the Royal Commis- 
sion on Health Services, Ottawa: Queen’s Printer, 1964, and MacFarlane, J. A. etal., Medical Edu- 
cation in Canada, a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964. 


The relationship between the output of physicians and the main- 
tenance or improvement of the population-physician ratio is shown in Table 
13-2. Column (1) gives the number of physicians available if no additional 
medical school facilities are built. This column is the same as Column (1) of 
Table 13-1. Column (2) shows the number of physicians required in order 
to maintain the 1961 population-physician ratio of 857. Column (3) shows 
a surplus or deficit. Column (4) provides an estimate of the number of 
physicians needed to improve the population-physician ratio at the same 
rate at which it improved during the previous decade. The estimates suggest 
that there will be a shortage in 1991 of 7,547 physicians on the basis of the 
assumption in Column (2) and a shortage of 19,375 physicians on the basis 
of the assumption in Column (4). 

These two sizeable deficits indicate that the problem of providing 
sufficient medical school facilities to supply Canadians with the present or 
an improved level of medical services requires immediate attention, but 
which of the two assumptions on which these estimated deficits are based is 
the more realistic? We believe that the maintenance of the 1961 population- 
physician ratio is a more realistic goal than attempting to continue the rate 
of improvement in the ratio occurring between 1951 and 1961. Therefore, 
our minimum requirements will be an additional 7,547 physicians by 1991. 
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An important factor in the rate of improvement in that decade was 
the continued high level of immigration of physicians, an average of 461 
each year. Without these immigrant physicians our population-physician 
ratio would have deteriorated. The question before us is: Will other coun- 
tries continue to provide a large part of our requirements for physicians in 
the future? This is unlikely in the long run, although reports of the 
number of immigrant physicians entering Canada since 1961 indicate that 
a high level of immigration is continuing. In the short run Uniti 97 
therefore, there is a strong possibility that the level may continue at about 
400 immigrant physicians annually. In subsequent years the number will 
probably decline. Assuming that this rate of inflow continues until 1971, 
to what extent can our present medical school facilities be expanded, and 
how quickly can new medical schools be built to provide the required 
number of physicians? 

The deans of the twelve existing Canadian medical schools have 
indicated, and our evidence supports their assertion that the present student 
intake could be increased by about 15 per cent from 1,000 in 1961-62 to 
1,147 in 1965-66." Allowing for a student attrition rate of ten percent for the 
four years of medical school training this should yield 1,032 admissions to 
the intern year 1969-70. A further loss of 10 per cent when non-residents 
return to their own countries would leave 929 physicians to be added to the 
medical manpower of the country. In order to further expand our supply of 
physicians, facilities of existing medical schools must be expanded to enrol 82 
additional first-year Canadian students annually, commencing in 1966-67, in 
addition to any new places allocated to foreign students. Allowing for the 10 
per cent undergraduate attrition rate, this should yield 75 additional physicians 
annually commencing in 1970. Subsequent to graduation, the physician- 
population would be decreased by an annual attrition rate of 3 per cent due 
to emigration, retirement and death. 

In order to further increase our supply of physicians we conclude 
that four new medical schools must be built by 1971-72, and a fifth 
shortly thereafter. The four new schools should each admit 48 students 
in their first year of operation, and 64 in their second year. Allowing for the 
student attrition rate of 10 per cent and the subsequent 10 per cent loss 
for the non-residents, intake of the 48 students would yield 39, and the 
intake of 64 students would yield 52 in the respective final year. 

To meet later requirements existing schools must be expanded and 
new ones constructed to increase enrolment by 32 additional students in 
1972-73, 64 students in 1973-74, 96 students in 1974-75 and so on. In 





1MacFarlane, J. A., et al., Medical Education in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 11. 
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other words, there must be an annual increment of 32 students each year 
commencing 1972-73. 

The method of increasing our supply of physicians in order to main- 
tain the 1961 population-physician ratio is set out in Table 13-3. This 
table also provides an estimate of the increase in the numbers of physicians 
if new medical facilities are built and existing facilities expanded as de- 
scribed above, while Table 13-4 indicates the manner in which these changes 
affect the total number of first-year students. The improvement in the 
population-physician ratio as a consequence of the implementation of our 
recommendations is evident. With existing trends in output of medical 
schools, the population-physician ratio improves until 1971 when it begins 
to worsen, whereas with the expansion of educational facilities the ratio 
continues to improve until 1986. If the present ratio is to be maintained 
after that date, additional medical schools will have to be built, or existing 
schools enlarged further, at the latest by 1982.1 

Estimates such as the foregoing are approximate and must be 
reassessed periodically in the light of developing circumstances, but they 
make clear that Canada cannot afford to waste time in laying the foundation 
for an increasing supply of domestically trained physicians. Since the 
planning and building of a new medical school require between eight to 
ten years, the planning for the first of four additional medical schools should 
be undertaken forthwith, and for the fifth within the next two years. The 
most important aspect of this planning is the provision of an adequate 
number of suitably qualified teaching staff. 


Faculty Requirements 


Standards for the measurement of faculty requirements of Canadian 
medical schools are noticeable by their absence. Averages of the 12 Canadian 
medical schools are sometimes used for this purpose, but since the problems 
affecting the medical schools in different regions of the country are dis- 
similar in some respects, such averages are of limited value. Standards 
regarding the staffing policy of medical schools have been published by a 
United States’ study group as shown in Table 13-5. 

Iwo sizes of medical school are considered consisting of first-year 
classes of 64 and 96 students respectively. Since most faculties in the smaller 
Canadian medical schools have substantial and increasing teaching responsi- 
bilities for non-medical students, the level of 35 full-time basic science 
teachers for schools with first-year classes of 64 students is inadequate for 
Canadian medical schools of this size. Further, in the discussion of the 


1For a more detailed discussion of the methods used in these estimates, see MacFarlane, 
J. A., et al., op. cit., Chapter 11. 
2 We suggest locations for these five medical schools in Chapter 2, Recommendation 141. 
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estimated future student enrolment required to provide the number of 
physicians needed to maintain the population-physician ratio of 857 in 
future quinquennia, we indicated that the present 12 Canadian medical 
schools would need to increase their enrolment. This would place an addi- 
tional strain on the small as well as the large schools. In fact, with the 
additional enrolment the smaller schools with an average intake of 68 
students would approach half-way towards the 96 average. According to 
MacFarlane, therefore, in the small Canadian schools which he designates as 
Group A, in Table 13-6, an average of 40 basic science teachers is regarded 
as minimal.' Table 13-5 indicates that small schools with first-year classes of 
64 students, 60 full-time teachers are required in clinical departments (exclud- 
ing Pathology, but including Preventive Medicine). MacFarlane suggests that 
in Canada this figure is higher than necessary. 


“We are committed to the principle of a substantial core of either strict 
or geographic full-time teachers in the clinical subjects; at the same time 
we would use a larger number of part-time teachers than is the goal in 
many American schools. An increase from the 1961/62 average of 28.1 
to 45 clinical full-time teachers is postulated to meet the needs of the 
immediate future.” 


Table 13-6 sets out the estimate of full-time teachers required in the 
existing and new Canadian medical schools for the period 1964-71.° 

The larger medical schools Laval, Montreal, McGill and Toronto, 
which are designated as Group B in Table 13-6 had an average of 136 
students in the first year in 1963-64.4 MacFarlane suggests that the 50 basic 
science teachers for a school of 96 students indicated by United States 
authorities and noted in Table 13-5 are inadequate for these larger Canadian 
medical schools. Their number should be increased at least to 60.° The 85 
full-time clinical teachers suggested as adequate for schools of 96 students by 
the United States authorities were considered by MacFarlane to be adequate.® 


The new schools required to meet our estimates of the future require- 
ments for physicians should be built to accommodate a class of 64 with the 
possibility of future expansion. For these schools MacFarlane suggests as a 
beginning, 32 basic science teachers and 35 full-time clinical teachers.‘ 


These new faculty posts total 770 of which 282 are in the basic 
sciences and 488 in the clinical division. In other words, each year over the 


1MacFarlane, J. A., et al., op. cit., Chapter 12. 

2 Ibid. 

3 Additional staff will be necessary for the fifth medical school which will be required in 

the early nineteen-seventies. 

4 Ibid. 

5 Thid. 

8 Tbid. 

7 [bid. 
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TABLE 13-5 ASSUMED FACULTY, GRADUATE STUDENTS, AND 
POST-DOCTORAL FELLOWS FOR A 4-YEAR MEDICAL SCHOOL 


School A School B 
Type of Position and Department (entering class (entering class 
of 64 students) of 96 students) 


Full-time faculty: 


SOL CTE (CL y RST Ee Rene ea RE RET RE ROR RC Ra OTA 95 135 
BaSIC SCIOMCO CM CPArUMients: 6 fii; Geese deescendh scsasdasesnsete stare seseater« 35 50 
GE ALNOT Ce ha RE OR SNe Re AR CR SAM nr eT 7 10 
BSTC OT ENIGCE Ye srs. scSanec heer eee a Nine dhe ava leaves see ho ude aE 6 9 
ULSI LOIGICSS Ace a eR enor SER Oe ee En 6 8 
iY NEED nO) Fa. ane ee aegis er Ae ela RW oS 5 a 
BARGE Oy or a oa sR aden ddsoidec vey suetise es bl Mev useo dak ebacss ea Miseen tux 6 9 
EFA IN ACO Sc tsa sate cea sieseranndswtuscnncgsarossansearnanuyecunes 5 7 
Clinical science departimmemts: 5,..dicis<.osccécscbouadAbwasscatovnoessacdonsae 60 85 
CIEL CELTS oe EGAN, SRS ROR Lp ae Se ROE 18 25 
RP CLO 7AS 2 TRS. & CENCE SRE SIO: See on. IEEE OE Mr ARS ARR SE 15 21 
POA or ahaa cst atc terse nea spe aos neh eta adee 5 8 
ULSI: COIS Ea ie Ra nee RR ee le RPS 3 4 
EAS CE 1a, ORE ERG ele Wn = ne OR Arse A 10 14 
j EVO) CONG PAA RPO REC Hee CoP ae eR NE OE RE Re 5 7 
PMOV COVE TCCICHIS, «5 ciosccoskssanceaystsvacssteae Micsdorenssennesusions’ 4 6 
Graduate students and postdoctoral fellow: School total. 70 95 
Basic SCleMCe COD APLIMERES. 9... siccencisesecesec bobs saswnccosuvcavssaccnsee 40 55 
PROTA E OMe rt oe tpt Das vgsic ecu shewaueh sv iaeeasinalias 7 10 
HSH) MC MANSY oir cake t varia starcucsoem teea acu aa cantsaaeavecareeseres 10 14 
ES SUNY ross Senco ig On Ae Cauda Poe ose vi RE 6 8 
YR Yee Melek octet ic ote eas Someta coca rauas es setescnesl 6 8 
EES TINGS (Gy AY oe Bieta ORR ees eae iene 6h Ray Pee 6 8 
Pia MIB AC OLO Vac cene cee tats fe Sins soeaeie ig saesWekanscoovsntagatees cee: 5 Hi 
Clinical science departine mts ..52505. 46 sind csisoinseassdeeeoiadsateaowee 30* 40* 
PSN RN ita = leer cen ki Je sac MO EEN: eis bales shins eet cse 8 11 
UTED 1S 1 PANE WS et COME EDC MRR ee are RE cs Santee BME AMT Te RTO 5 il 
PCAC ie oth ete oe cans cot Bia Dace ding hea co Euan Oa ERO ASR 3 4 
COLES 4 SERIE EN SOROS Eos A em irc A ese 1 1 
Se AE hace cs clto acs Is sous oi Tse lesb de oaks doe haseAWEE wise saeeaees 8 10 
BRUCE ONEN Ae Sere ek avs Se tole auls cats sdb oases gE AY sels Dionne Ona 3 4 
PVC VEMUIVE TAC UICING 5.55 j0000.s2dcesesdevevierdaesss ensclacsscstvoodinnaees 2 3 


*Does not include house staff for hospital. 

Source: U.S. Public Health Service, Medical School Facilities—Planning Considerations. 
Publication No. 874, Washington, D.C.: United States Government Printing Office, 1961. Prepared 
by the joint efforts of the U.S. Public Health Service and the Ad Hoc Committee on Medical School 
Architecture of the Executive Council of the Association of American Medical Colleges and the 
Council on Medical Education and Hospitals of the American Medical Association. (Appendix A.) 


next seven years Canadian universities must obtain an average of 40 new 
basic science teachers and 70 full-time clinical teachers as well as replace- 
ments for the present faculty who may emigrate, retire or die. 
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TABLE 13-6 ESTIMATE OF ADDITIONAL FULL-TIME TEACHING POSTS 
REQUIRED IN TWELVE EXISTING AND IN FIVE NEW MEDICAL SCHOOLS 
IN CANADA, 1964-71 


Present faculty supply and norms for expansion are arranged according to academic division and 
class size. 
Group A: 8 schools, average class 67.5, range 48-92.* 
Group B: 4 schools, average class 136, range 119-162. 
New schools: in this table Sherbrooke is classified as a new school. 
One school to open each year from 1967-68. 


Numbers of Faculty 


Academic Divisions and Projection Categories Group A | Group B Noo Total New 


(8 Schools)|(4 Schools)} Schools (5) cer 


Basic Medical Sciences 


Total faculty posts in 1961-62.................c.c sees 2I3 166 — — 
IA VELASE DETESCHOO] 2 ere etree. eee ee 34.1 41.5 — — 
1A Wn de Beran eet eecenat ion at enna nfo eens Bee ee 26-47 26-60 — — 

PHS-AMA-AAMC proposal...............::c0cc000 35 —** 3D —- 

Norpiadopted..2 3200.0 ecco ce eee 40 60 32 — 

DeliciG pet SCHOOL ees eee oe en eee 5.9 18.5 —-- — 

No. of posts required in croup. 48 74 160 282 

Clinical Division 

Total faculty posts in) 1961=62........n a. 225 162 — — 
A Vetaze: perisChOOl tat am ae cee 28.1 40.5 —- — 
RAngen ete ne Gee, ae ee 14-53 8-83 — — 

PHS-AMA-AAMC proposal..............:::cceeeee 60 —** 60 — 

INormipadoptederesn, ee ee ee 45 85 35T — 

Delicit perischool ere ee eee ee ae 16.9 44.5 — — 

No. of posts required in group...............-..-:-0.-. 135 178 175 488 


Total new posts in basic science and clinical 


divisions — — — 770 


Bee etme meme reer eee n ees neecese ese rssee eer eeeesessseessssesees 


*Based on 1963-64 registration. Earlier definitions of Groups A and B used data for 1961-62, 
when average enrolment was 60.4 and 128, respectively. 

**The American study committees’ proposals were for schools of 64 and 96 student class 
size. For the latter, 50 basic science and 85 clinical teachers were suggested. (See Table 13-5.) 

tThis target of 35 is for only the first stage of the new school’s evolution. In due course it 
should rise to 40 or 45. 


Source: MacFarlane, J. A., et. al., Medical Education in Canada, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


This is a major task facing us because at the present time we cannot 
find sufficient numbers of adequately trained faculty members in Canada. In 
1962-63 we depended for 40 per cent of our basic science posts on graduate 
scientists from abroad. The opportunities for obtaining qualified clinical 
teachers is somewhat more encouraging. In the seven-year period 1954-60, 
a total of 997 physicians and surgeons gained fellowship in the Royal College 
of Physicians and Surgeons of Canada, and 2,707 were certificated by that 
body for specialty practice.* It should be possible to find 488 full-time 


1Jbid., Chapter 9. 
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teachers in the future." The chief problem will be that of protecting their 
teaching and research responsibilities from excessive demands for clinical 
Service. 


Conditions Necessary for Establishing New Medical Schools 


Since the expansion of the supply of physicians to meet the increased 
demand for medical care requires the building of at least four new medical 
schools before 1971 and a fifth one, shortly thereafter, what principles should 
guide those responsible for their planning and construction? In Chapter 7 we 
referred to the emergence in recent years, at the University of British 
Columbia and luniversité Laval of the health sciences centre in which 
adequate teaching and research facilities are available to provide a co- 
ordinated educational programme not only for the physician, but for his other 
professional and auxiliary colleagues as well. MacFarlane states the goals of 
such a centre should be: 


1. to produce its share of the health personnel needed; 


2. to ensure adequate continuing educational opportunities for both 
professional and auxiliary personnel; 


3. to establish models of health care of high standard for its con- 
stituent region; 


4. to conduct research of appropriate substance and diversity, not only 
to advance knowledge in the fields of science essential to medicine 
but also to evaluate (a) its own educational operations, (b) the 
health needs of the community, and (c) the quality of the care 
being rendered.? 


The decision to establish a new medical centre in a particular region 
of the country whether it be a health science centre or the traditional medical 
school should be based on a thorough study of the region’s require- 
ments for the various types of health personnel, and “of standards to be 
elevated and of new programmes to be instituted”.* Having made such a 
decision what are the conditions which must prevail to assure that the new 
institution attains the above goals?4 


University Auspices—Any new medical centre must be under uni- 
versity auspices in the same city, for only in the university can there be 
developed the close relationship between teaching and research so vital 


1Chapter 2, Recommendation 149. 

2 Tbid., Chapter 12. 

2 bid. 

*The following discussion of the conditions necessary for the establishment of new 
medical schools is described in more detail in ibid, Chapter 12. 
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to modern medicine. As medicine advances, the co-operative team approach 
to health problems, requiring the skills of physicians, dentists, nurses, 
pharmacists, clinical psychologists, laboratory and other technologists, and 
others, will become increasingly important. 


“Academics whose collaboration is now being sought include the new 
brands of molecular biologist and geneticist, histochemist, biophysicist and 
electronics engineer, the social scientist specializing in health matters, the 
systems analyst, the experts in public administration and in community 
development and the research worker in education itself. Even teachers in 
the humanities have been pressed into service in several American uni- ~ 
versities because of new programmes calling for their help in seminars 
for medical students and faculty. In short, more than ever before, good 
medicine in its broadest sense depends upon the diversified scholarship of 
the modern university.” 


Community Participation in Planning—The co-operation of the com- 
munity in which the new centre is to be located is important to its success. 
The citizens of the community should understand the need for the centre, 
the benefits which its location there will provide, and be ready to participate 
as patients in the teaching process. The community leaders should be aware 
of the costs of the venture and the other possible difficulties involved. 


Government Support—The establishment of a modern medical centre 
is such an expensive undertaking that it requires substantial capital and 
operating funds. Just as important is government understanding of the 
implications of scientific developments for modern medical education. Gov- 
ernment financial support should be specified in terms of ten teaching hospital 
beds under full university control for each final year student plus service 
for out-patients. 


Educational Resources—A sufficient number of qualified secondary 
school students should be available, of which an appropriate proportion 
should come from rural areas. Our studies suggest that since there is a 
tendency for medical graduates to return to their home communities, by 
providing an appropriate proportion of students from rural areas, these areas 
would be assured of an improved supply.” 

An adequate number of qualified and experienced faculty in the 
related physical, biological and social sciences would assure the intellectual 
climate which promotes an experimental approach to both old and new 
problems. While the criteria required to measure the academic strength of 
faculty are available in terms of a graduate degree programme in the physical, 
biological and social sciences, no such criteria are on hand to indicate the 
quality of the experimental viewpoint so necessary for a successful medical 


17bid, Chapter 12. 
2 Judek, S., op. cit., Chapter 1. 
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centre. But, if an undergraduate teaching agenda “in a basic science subject 
has not changed substantially in 10 years it is unlikely to be suitable for 
the preparation of professional workers destined to cope with a changing 
scientific base for the rest of their lives”.* 


Support of Related Professional Bodies—The university should be 
concerned directly with a small segment of the community’s medical care. 
The family care teaching and research unit of the medical centre provides 
a valuable experience for the medical student. This requires the under- 
standing and co-operation of the practising physicians in the community. 
Co-operation between the medical centre and the related professional bodies 
would also serve to further the aims of the continuing medical education 
programme of the centre. 


Teaching Hospital Facilities—A vital part of any new medical centre 
is a teaching hospital which is under strict university control. Today Canada 
has several hospitals that could be called integrated teaching hospitals. In 
most cases teaching arrangements are made with affiliated and associated 
hospitals. 


The School of Basic Medical Science 


In order to expand our resources rapidly, there is a strong case for 
some universities, not now large enough to justify a full four-year medical 
school, to consider establishing a two-year basic medical science school.. 
The most recent experience with this type of school was at the University 
of Saskatchewan which between 1925-55 operated its “Two Year Medical! 
School’, establishing the full four-year programme in 1956. After two years. 
in the Faculty of Arts and Science the student entered the School of Medical 
Science. Following this two-year programme a further two clinical years: 
were taken at another university offering the full course. Although there are: 
arguments against the two-year school, the importance of increasing the 
supply of physicians warrants further consideration of this type of pro-- 
gramme.? MacFarlane quotes Tenney to support this view. 


“In recent years the spectre of a serious shortage of physicians has induced 
a number of States to consider the two-year school as partial solution. 
They have noted that openings in the clinical years exceed the output of 
students prepared in the years devoted to basic science. This is due partly 
to attrition from failure at examinations, or from change of interest dur- 
ing the first two years of the medical course, and partly due to the 
comparative abundance of opportunities for clinical teaching. It might be 


1 MacFarlane, J. A., et al., op. cit., Chapter 12. 

2Chapter 2, Recommendation 174. 

8 Tenney, S. M., quoted in Medical Education and Research Needs in Maryland, Balti-- 
more, Maryland State Planning Commission, 1962, p. 45, as quoted in ibid. 
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corrected by increasing the admission to the pre-clinical years, made pos- 
sible by the provision of more facilities for laboratory training. More 
important, however, has been a fresh argument advanced on educational 
grounds. This has sufficient merit in it to warrant discussion. 

“Attention was directed in Chapters 2 and 3 to the efforts of certain 
universities to integrate the basic “pre-medical” experience with study in 
the specifically medical sciences. To the extent that this could be a con- 
tinuum in the learning process, with the student gaining each year an 
experience in greater depth in his subject, it would present clear advan- 
tages in terms of educational quality. This would be still more the case 
if much of the work were at the usual level of graduate studies. The 
argument for the distinctive academic opportunities of the two-year 
school has been put forward well in the case of Dartmouth. This institu- . 
tion has enjoyed an enviable reputation for the quality of both students 
and instruction. Although linked with an excellent teaching hospital in 
which second-year students are introduced to clinical subjects, Dartmouth 
has resisted pressure to expand to a full four-year program. Its emphasis 
on research has induced an increasing proportion of Dartmouth students 
to move, after completing second-year medicine, into a Ph.D. course in 
one of the basic sciences. As many as 25 per cent did this recently; an 
admirable pathway to medical science teaching.” 


In such a two-year programme:? 


“ ‘Graduate teaching in human biology . . .would become a living bridge 

between the ever-expanding physical, chemical and social sciences and 
the phenomenal demands of the medical and health services of the nation 
and the world. The newer concepts of health and of medical research 
and of professional education embrace philosophy, economics, anthro- 
pology and mathematics in varying degrees. The creation of integrated 
investigations and instruction in human biology would put added emphasis 
on the development of broadly trained leaders for the next generation 
of medical teachers and practitioners.’ ’” 


The Problem of Recruitment 


We have indicated that in order to make our estimates a reality, 
an expansion of medical education facilities is vital. To ensure that these 
facilities are fully used, it is equally important to attract a sufficient number 
of students into medicine. There has been a relative decline in medical 
student enrolment in Canada since 1953-54. This is shown in Table 13-7 
‘which compares the enrolment of medical students with total university 
enrolment. While the number of medical students fluctuated around 3,500 
during the decade preceding 1960-61 their number per 100,000 population 
decreased from 25.4 to 19.6. In other words the enrolment of medical students 
‘failed to keep pace with our population increase. 


1 Rappleye, Willard C., “Critique of Report on Medical Education”, in Medical Educa- 
tion and Research Needs in Maryland, Committee on Medical Care, Maryland State Planning 
“Commission, Baltimore, January 1962, p. 106. 

2 MacFarlane, J. A., et al., op. cit., Chapter 12. 
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TABLE 13-7. MEDICAL STUDENT ENROLMENT AND TOTAL UNIVERSITY 
STUDENT ENROLMENT PER 100,000 POPULATION, CANADA, 1947-48 


TO 1960-61 
Total University 
Medical Student Total University Student Enrolment || . 
Enrolment* Student Enrolment Minus Medical Ser 
Year Student Enrolment epu cues 
000 
Per Per Per 


Number | j99 000 | Number | j99,000 | Number | 100,000 


a | errr |S | 


1947-48 3,100 24.7 78,205 623; 
1948—49 3253 252 74,797 583. 
1949-50 3,278 24.4 68 , 480 509. 
1950-51 3,489 25.4 
1951-52 3,458 24.7 
1952-53 3,444 23.8 
1953-54 3, 643 24.5 
1954-55 3089 230 : 
1955-56 3,651 233 68 , 768 438. 
7 
Z 
5 
3 
6 


1 75,105 598.4 12355! 
3 71,564 558.1 12,823 
3 65,202 484.9 13,447 
3 60,453 440.8 13,712 
7 56,176 401.0 14,009 
18 56,382 390.0 14,459 
60,737 408 .9 57,094 384.4 14,845 
0 61,080 39975 1201) 
0 65,117 414.8 15,698 
6 68 , 969 428.9 16,081 
3 16,757 462.1 16,610 
Re 84, 338 493.8 17,080 
94,928 542.9 915379 522.6 17,483 
105,911 592.7 || 102,403 OUR | 17,870 


1956-57 33655 22 
1957-38 3,686 22. 
1958-59 3,668 on. 
1959-60 3,549 20; 
1960-61 3,508 iD) 


*Excludes pre-medical and post-graduate students. 


Source: Medical student enrolment has been computed from the Educational Issues of 
the American Medical Association Journal. Total university student enrolment has been com- 
puted from the files of Higher Education Section, Education Division, Dominion Bureau of 
Statistics. 


A significant barrier to the applicant is the high cost of medical 
education. Table 13-8 shows that the average expenditure by medical 
students in the year 1961-62 was exceeded only by dental students. About 
one-half of our medical students have a total annual expenditure of $2,000 
or more. Only one-tenth of the students in arts and science incur expendi- 
tures of this magnitude. The average medical student spends about one-half 
more than the average engineering student and about two-thirds more than 
the average arts and science student. _ 

Many of the briefs submitted to this Commission recommend financial 
assistance to undergraduate medical students in order to increase the supply 
of physicians in Canada. Opinions are divided on the question of whether this 
assistance should be in the form of additional loan funds, or bursaries and 
scholarships. Some expressed the view that the prospect of incurring sub- 
stantial debts in order to study medicine restricts the number of recruits. 

The Canadian Association of Medical Students and Interns has recom- 
mended that “the Government of Canada make available to a central fund 
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TABLE 13-8 MEDICAL AND OTHER STUDENTS’ AVERAGE EXPENDITURE, 
FOR REGIONS AND CANADA, 1961-1962 


Average 


Faculty and Region Expenditure 





$ 
Medicine 
Bas tcee oe ace tera eee, need notes dak ee ice ey ee ree Cee 2,606 
LG [belo eames re, Cote ere Ay oc UE creme s mt Mea epeebtr, 05 TR ART or ae Baur rt 2,205 
CO nle: va le pene ent Peet paar OSemtey Vee rR CRE aeRO MRD Scrat em ty CAR pe hs an EG 
WES bier cra ere aaa, Poe a ce ned, Sn nee ee 2,162 


OA Ne 11 fe Ee ed RR NK er ERIM ae Be RED Eek eA OE AES NORE CO erty, errs 2,246 
PA PIS ATIC SEICICG hoor ie setae ee ee en eee Loz 
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SourcE: Dominion Bureau of Statistics, University Student Expenditure and Income in Canada, 
1961-62, Part II—Canadian Undergraduate Students, Ottawa: Queen’s Printer, 1963, Table 35. 


or foundation appropriate grants of money to be used as interest-free loan 
capital in the support of the undergraduate medical students”.t The College 
of Medicine, University of Saskatchewan, suggested that “a grant of at least 
$500 per medical student per year be made to Universities from federal 
sources to permit free tuition for students of medicine”’.* The Faculty of 
Medicine, University of Alberta, suggested the following financial assistance 
measures: 

“(i) Free Tuition: To all students in their third and fourth years of 

medicine. 

“(ii) Scholarships: In the amount of $1,000 per year to those in the 
upper third of the class in the last three years. 

“(ii) Loan Funds: Available to any student in any year with a proven 
need in an amount not exceeding $5,000 during his undergraduate 
study period. Such loans would be interest free until 12 months 
after graduation. Interest would then be at the prevailing bank 
interest rates.” 


1The Canadian Association of Medical Students and Interns, brief submitted to the 
Royal Commission on Health Services, Ottawa, March 20, 1962, p. 2. 

2The College of Medicine, University of Saskatchewan, brief submitted to the Royal 
Commission on Health Services, Regina, January 25, 1962, p. 5. 

®The College of Physicians and Surgeons, Province of Alberta; The Canadian Medical 
Association, Alberta Division, and The Faculty of Medicine, University of Alberta, Edmonton, 
Alberta, brief submitted to the Royal Commission on Health Services, Edmonton, February 13, 
1962, p. 60. 
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The Faculty of Medicine, University of Toronto, recommended as 
follows: 

“(a) that students with Grade A standing receive free tuition plus one- 
half loan and one-half bursary to carry on their maintenance; 

“(b) that students with Grade B standing should receive one-half free 
tuition and their maintenance in half loan and half bursary; 

“(c) that students with Grade C standing should be evaluated and sup- 
ported in accordance with their individual situations.’ 


Some provinces provide financial assistance to medical students. 
This takes various forms depending on the province. For example, in New- 
foundland an annual bursary is available for residents studying medicine; 
and in Saskatchewan the Medical Care Insurance Commission awards 
scholarships and bursaries to medical students. 

An important factor affecting the supply of recruits for the medical 
profession is the length of time required to qualify as a physician. In its 
brief to the Commission the Association of Canadian Medical Colleges noted 
the suggestion that consideration be given to lengthening the medical school 
term from an average of 32 weeks to 45 weeks, permitting the complete 
undergraduate curriculum to be completed in three calendar years or that 
the fourth year of the course be converted to a year of internship, thus 
reducing the total period of graduate training by one year.® 

In the choice of an occupation or profession a major incentive is 
income. Besides affecting recruitment into the medical profession, the level 
of income has a direct bearing on the rate at which physicians retire from 
practice and the rates of immigration and emigration of physicians. We 
suggest that the large numbers of physicians immigrating to Canada, a total 
of 445 in 1961, in part, was due to the prevailing income levels of 
physicians.* 

Most indicators show that an increasing financial incentive for Cana- 
dian physicians has developed in recent years. A study of physicians’ 
average incomes, based on published and unpublished data® reveals that 
from 1957 to 1960 physicians’ average net fee income (i.e., gross fee income 
less expenses of practice) increased by 19.1 per cent from $12,708 to 


1Faculty of Medicine, University of Toronto, brief submitted to the Royal Commission 
on Health Services, Toronto, May 14, 1962, p. 6. See also Judek, S., Medical Manpower in 
Canada, a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964, Chapter 3. 

2 Chapter 2, Recommendation 144. 

3 The Association of Canadian Medical Colleges, brief submitted to the Royal Commis- 
sion on Health Services, Toronto 1962, pp. 5 and 6. 

*See Chapter 7. 

5 Estimates based on data supplied by the Taxation Division of the Department of 
National Revenue and analysed by the Research and Statistics Division of the Department of 
National Health and Welfare. The income data which follow are taken from this source. 
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$15,130. The per capita personal income of all Canadians increased by 
9 per cent during the same period.’ While some technical reservations may 
be made in comparing “real income” increases between physicians and all 
occupations? such a comparison would indicate that physicians’ purchasing 
power increased by 13 per cent while that of all occupations increased by 
less than 4 per cent. 

Physicians’ average expenses of practice relative to gross fee income 
declined steadily from 38.6 to 35.9 per cent of the gross amount received 
through fees. Accordingly, net fee income increased at a more rapid rate than 
either gross fee income or expenses of practice. Average gross fee income 
was reported to have increased from $20,701 in 1957 to $23,616 in 1960 or 
by 14.1 per cent. Average expenses of practice grew over this period by 6.2 
per cent from $7,993 to $8,486. ; 

Expenses of practice as a portion of gross professional income were 
lower for physicians than for all professions. In 1959, while physicians ex- 
penses represented 37 per cent of their gross fee income, the expenses of 
all professions were 47 per cent of gross professional income. This differen- 
tial existed in every province. The respective percentages that expenses rep- 
resented of all professional income in 1960, were 36 per cent for physicians 
and 46 for all professions. 

Physicians’ average net income from all sources led that of other pro- 
fessions in 1960 and stood at $16,323. Engineers and architects earned 
$15,670; lawyers and notaries were third with $14,597; dentists averaged 
$12,238 and stood in fourth place while accountants earned an average of 
$11,446. Among these professions the average incomes of physicians and 
dentists alone showed regular uninterrupted annual increases since 1953; the 
other professions mentioned above showed decreases in at least some years. 
This suggests that among the leading income earning occupations the incomes 
of physicians and dentists are the least vulnerable to cyclical influences. 

Physicians in rural areas showed the lowest net fee earnings through- 
out the period from 1957 to 1960; the levels of earnings for consecutive 
years were $11,889, $12,920 and $13,528. During this period however, rural 
physicians’ fee incomes moved closer to the national average. In 1958 the 
average level of rural net fee earnings stood at 84 per cent of the national 
average. By 1960 it had increased to 88.6 per cent of the average earnings in 
all areas. 

The highest levels of average net fee earnings were consistently re- 
corded in cities between 30,000 and 100,000 population. The figures for the 
three years were: 1958—$16,439; 1959—$16,906; and 1960—$17,889. 


1A direct comparison of these rates of change requires that one assume a Steady relation- 
ship between the average number of dependants of physicians and the average number of 
dependants of persons in all occupations. 

2 That is, current dollar figures deflated by the consumer price index. 
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The ratio of net fee to gross fee earnings was remarkably stable over 
the three-year period. For each year rural physicians showed the lowest ratio 
of net to gross fee income and physicians in cities of from 100,000 to 199,999 
population showed the highest ratio. The gap between these ratios narrowed 
only slightly. In 1958 rural net fee income was 58.9 per cent of gross fee 
income while the corresponding percentage figure for physicians in 100,000 
to 199,999 population areas was 69.7 per cent. By 1960, the respective figures 
were 59.3 per cent and 69.8 per cent. 

It is generally accepted that medical care insurance coverage en- 
courages the utilization of physicians’ services. An interesting aspect of this 
phenomenon is the relationship between physicians’ fee income and the 
extent of coverage by medical insurance programmes. In 1959 and 1960, the 
only years for which studies were undertaken, for provinces in which the 
proportions of the population covered by insurance or other prepaid arrange- 
ments were above or below the national average of 52.2 per cent in 1959 and 
54.7 per cent in 1960, the gross professional fee earnings of physicians 
tended correspondingly to be above or below the national average of earnings. 
This relationship existed in all provinces except Alberta. In other words, as 
forms of medical care insurance cover an increasingly larger proportion of 
the population in each province, the incomes of physicians tend to increase. 
This should provide an incentive to those considering the medical profession 
as a possible career.} 


Method of Remunerating the Physician 


In discussing the supply of physicians we have dealt with the income 
of the profession as a necessary incentive for qualified young men and 
women to enter the profession, to continue to practise in Canada, and to 
maintain and improve the standard of care they provide. Although our hear- 
ings have produced widely differing views on many aspects of the organiza- 
tion of medical care and its financing, there is unanimous agreement on the 
point of the amount of remuneration. It must be commensurate with the time 
and money spent on education, with the physician’s responsibility, his con- 
tribution to society, and his needs for continuing study. 

As to method of remuneration there is no such unanimity. The pro- 
fessional organizations of physicians and dentists advocate the fee-for-service 
principle.2 The Canadian Medical Association concedes that the amount of 


1For estimates of what increases in incomes physicians may expect assuming the intro- 
duction of a comprehensive medical care programme in Canada, see Chapter 20. 

2 The Canadian Medical Association, brief submited to the Royal Commission on Health 
Services, Toronto 1962, pp. 79-81; Canadian Dental Association, brief submitted to the Royal 
Commission on Health Services, Ottawa, 1962, p. 43. 
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remuneration under a medical plan is negotiable, but reserves the right to 
determine the method of payment to the physician through their organization.* 
Labour groups favour the salary method? of paying physicians under a medical 
care plan.? The lines between producers and consumers of services are not 
clearly drawn, however, in regard to this subject. On the consumer side, for 
instance, the Saskatchewan Farmers Union recommends recognition of the 
“fee-for-service” principle where practical. On the other hand, among the 
professions, advocating fee-for-service there are those who are willing to 
accept salaried positions,° those in practices where a fixed salary is guaranteed 
as inducement payment,® and those in some group practices.” 

Other countries have experimented with different systems such as 
capitation and reimbursement. Capitation is a form of flat-rate payment 
whereby individuals or families register with the physician of choice who 
is paid an agreed-upon sum per annum from the fund of every person who 
has selected him. These potential patients are his “list”; some of them he 
may rarely, if ever, see, and others he will attend frequently.2 Reimbursement 
is a form of fee-for-service payment system used in such countries as Sweden, 
Australia, and France, in which the patient pays the physician in the first 
instance and recovers some predetermined percentage of the fee from the 
insurance agency. The fee charged by the physician may or may not have to 
conform to an agreed-upon schedule. This method resembles the indemnity 
system used in commercial insurance. 

Each method has its advantages and disadvantages in a particular 
setting. Two very substantial studies of this subject have recently been under- 


1The Canadian Medical Association, op. cit., p. 80. 

* Ease and lower cost of administration is often cited, though not as the chief argument, 
in favour of salary payment under a medical care plan. Looking at it purely from the administra- 
tive viewpoint, however, it should be remembered that a system of records-for-service would 
have to be kept in order to obtain the data necessary to evaluate health conditions and patterns 
of service. 

* Canadian Labour Congress, brief submitted to the Royal Commission on Health Serv- 
ices, Toronto, 1962, pp. 6 and 18. 

“Saskatchewan Farmers Union, brief submitted to the Royal Commission on Health 
Services, Regina, 1962, p. 4. 

° Public health, administration, research, teaching, industrial health, the Armed Forces. 

* Physicians employed in certain outlying communities in Newfoundland. 

* Boan, J. A., Group Practice in Canada, a study prepared for the Royal Commission on 
Health Services, Ottawa: Queen’s Printer, 1964. 

* This method has become accepted in Britain, for instance, to such an extent that the 
British Medical Association did not even raise the question of the method of paying the family 
physician before the Royal Commission on Doctors’ and Dentists’ Remuneration which reported 
in 1960 (see Abel-Smith, B., “Paying the Family Doctor”, Medical Care, Jan.-March 1963, 
Vol. 1, No. 1, p. 31). In Canada, however, this system has little support nor would it be 
applicable here without major modification because of the entirely different relationship between 
general practitioner and specialist. The so-called sessional indemnity is in fact a type of part- 


time salary for short-term (e.g., day or half-day) sessions a physician may devote to the work 
for certain agencies, 
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taken. We note that neither author is prepared to recommend changes in the 
existing system either as a result of their studies in the United States: or 
Britain.” 

A similar approach has been taken by the Advisory Planning Com- 
mittee on Medical Care to the Government of Saskatchewan, which con- 
cluded: “that this is a very involved and difficult subject” and therefore feels 
that it is appropriate at this time to confine itself to a recommendation of a 
general nature. The Committee recommended that the fee-for-service method 
should be the basis of remuneration for the Saskatchewan Medical Service 
Insurance Plan and that other methods of remuneration be given continu- 
ing study. 

Having given careful consideration to the various methods advocated 
for remunerating the physician we have concluded that the fee-for-service 
principle is the basic one which should be used in Canada, while at the same 
time recognizing that other methods are applicable in many situations. 

However, having accepted the views of the medical professions in 
the basic method of payment we cannot agree with the view presented to us 
that there must be an intermediary paying agency between the administrative 
agency and the professional practitioners. So long as negotiations are con- 
ducted on behalf of practitioners by their professional associations, and 
medical matters are under the control of professional committees, we are 
confident that the independence of professions, the professional freedom of 
their members, and the physician- or dentist-patient relationship will be 
adequately safeguarded. This will be reinforced if the administering agency 
is, as we recommend, an independent non-political commission representing 
the professions on the one hand and “consumers” on the other, or if it is 
an agency such as Manitoba Medical Services which the Government of 
Manitoba suggested might be used as the official carrier augmented, by addi- 
tional representation of the public, the health professions, and the Govern- 
ment.* | 

It follows that the use of an intermediary between the physician and 
the agency administering the programme is an unnecessary addition to 
administrative costs paid by consumers.® 


1 Glasser, W. A., The Compensation of Physicians, New York: Bureau of Applied Social 
Research, (unpublished report, 1963). 

* Hogarth, J.. The Payment of the General Practitioner, New York: MacMillan, 1963. 

8 Advisory Planning Committee on Medical Care to the Government of Saskatchewan, 
Interim Report 1961, Final Report 1962, Regina: Queen’s Printer, 1962 pp. 72-73. 

*The Government of Manitoba, brief submitted by the Honourable Duff Roblin on 
behalf of the Government of Manitoba to the Royal Commission on Health Services, Winnipeg, 
January 1962. See Recommendation (1)7. 

>On the basis of $5.00 per contract per year for such an intermediary (as is now done 
a Saskatchewan) this would involve an expenditure of about $30 million a year for all 

anada. 
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Organization of Practice and the Supply of Physicians 


In Chapter 7 we discussed the various forms of medical practice. 
The manner in which practice is organized bears a direct relationship to the 
ability of the physician to meet the demands for his services. There are 
indications that physicians in group practice may be able to care for more 
people than their colleagues in solo practice. Physicians in group practice can 
employ technicians to relieve them of some technical, non-professional duties 
and an office staff to take care of paperwork leaving them time to concentrate 
on the practice of medicine.’ 


There are three factors involved in the provision of what we refer to 
as medical services. They are: (1) the physicians, (2) technical and office 
personnel, and (3) capital equipment. The division of labour among these 
factors is evidently a matter of judgment but to a large extent it will depend 
on the size of the producing unit (solo practice or group). There is, no doubt, 
an optimum or minimum size of a clinic group where the use of certain types 
of auxiliary personnel or capital equipment becomes economically feasible. 
But there are always additional types of these resources which can be added. 
Moreover the size of the economically efficient group clinic will be determined 
largely also by the population it serves. 


Gains in productivity are available in group practice owing to 
specialization and division of labour. However, it is not only personnel that 
can be substituted for physicians in the provision of medical services: to 
some extent increased use of capital may raise the productivity of the 
physician. Where capital is complementary to non-medical personnel—for 
example, a posting machine in the business office, dictaphones for writing 
medical histories, or equipment for sterilizing instruments which the nurse 
or nurse’s aide will use—there will be substitution of capital for medical 
time. In other cases, capital will be complementary to the physician since he 
alone will use it. Where this applies one of two results might be expected; 
either the physician’s time is saved, or he will be enabled to perform services 
in the office rather than in the hospital. However, even in the latter case, his 
time might be saved if he is able to avoid trips to the hospital. 

Group practice and medical clinics have been predominantly an 
urban arrangement, but in recent years a number of rural groups have been 
established. Spokesmen for the Ontario Association of Medical Clinics claim 
this type of practice would raise the quality of care in rural communities.? 
The desire to practise medicine with the utmost help from the type of equip- 
ment and staff available puts a premium on a hospital-based practice or, if 


1Boan, J. A., op. cit. 
2 Transcript, op. cit., June 1, 1962, Vol. 65, p. 12296. 
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that is not possible, some sort of clinic or group possessing equipment 
which a solo practitioner would have difficulty in acquiring. In addition to 
the greater ease of establishing a group large enough to make the acquisi- 
tion of equipment practical in an urban setting, the desire to be in a large 
centre for professional reasons pulls many physicians to the city. | 

But a rural group also may have something to offer. Better office 
facilities than could be afforded on a solo basis is one advantage. To this 
must be added the increased likelihood of bringing specialists to the country. 
In a group a specialist would find immediate employment, since the members 
of the group would refer to him instead of sending patients to the nearest 
urban centre. The professional stimulation and satisfaction of having one or 
more specialists to consult would bring some of the advantages of the city 
practice to the country. 

For the patient the general level of care ought to be improved since 
referrals would be easier, and the general tone of the practice would tend 
to improve due to the influence of the more highly trained members.! For 
the physician one advantage, besides many of those mentioned above, is 
relief from isolation. 

Dr. Clute found that isolation of the general practitioner—whether 
located in an urban centre or not—may have serious consequences. 


“The man who is isolated, lacking stimulation from his colleagues, must 
depend upon his own enthusiasm and conscience to move him to keep up 
to date. Furthermore, being isolated, he does not have the opportunity 
of comparing his own work with that of other physicians, so that, in 
effect, the only standard that he has before him is that gained from read- 
ing, if he does read, or from what he remembers of the teaching centres 
during his years of training.”2 


One of the doctors in the sample of general practitioners studied by 
Dr. Clute wondered “how he could take the time to investigate his patients’ 
complaints adequately and to do the reading that was necessary if he was 
to keep up and yet make an adequate living .... At the time of our visit, 
he persisted in maintaining the quality of his practice and keeping up his 
reading, but his annual income was grossly inadequate—his hourly remun- 
eration was considerably less than that demanded of us recently by a 
twelve-year-old boy for lawn-cutting—and he had little or no time for his 
family”.* 


1For an account of how a group improved the quality of medical practice in a rural 
area in the United States see Good, W. H., “Birth and Adolescence of a Rural Group”, 


- Bulletin of the American Association of Medical Clinics, Vol. 6, No. 5, September 1957, 


pp. 120-123. 

2 Clute, Kenneth F., The General Practioner, Toronto: University of Toronto Press, 1963, 
p. 461. 

3 Tbid., p. 468. 
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So long as circumstances such as these depicted above obtain, rural 
medicine is unattractive and the quality of care may suffer. However, techno- 
logical developments today are such that great improvements in the condi- 
tion of rural-based physicians could be made without great expense. For 
one thing, the role that modern communications can play requires explora- 
tion. By communications is meant much more than all-weather roads, tele- 
phones, air travel, electronic devices of all kinds; the term includes also the 
human element inherent in the creation of channels of communication 
between individuals. 

Where all-weather roads exist, the area that can be served by a 
centralized complex of medical care has been greatly expanded. It is often 
forgotten that if a rural patient is one hour from a medical centre he is 
as close (in terms of travelling time) as many urban patients. But this means 
that through improved organization of health services facilities, some quite 
substantial services could be provided in strategically located centres. This 
concept is illustrated in the private development in upstate New York of 
the Rip Van Winkle Clinic. This clinic has been experimenting with the 
creation of satellite, or area clinics which are integrated with the central 
group practice. According to the medical director of the Rip Van Winkle 
Clinic, this pattern of organization is growing rapidly, and it is a mecha- 
nism which will do much to help solve the problem of a better distribution 
of high quality care.* 

The practice of establishing specialists in area clinics in small com- 
munities, located only 20 to 30 miles from the central complex has been 
criticized as being a wasteful use of specialist services. It would be a waste 
if the size of the satellite community were so small that it could not make 
full use of the specialist. For example, at the average rate of remuneration 
for specialists believed to exist in Canada, it would have to cost about $60 
a day to get the patients into the medical complex before it would be worth- 
while taking the specialist to the small community. Since the cost of the 
road has already been paid by the community, and since most people have 
cars, the out-of-pocket costs and the loss of time from work would be the 
only additional cost involved in taking the patient to the physician. It would 
seem that a substantial number could be moved before the cost of bringing 
the specialist to the community would be exceeded. 

Another example of the manner in which specialist medical care 
can be made available to rural areas is evident in the co-operative group 
medical practice of the Hamiota Medical Group. This group of four 
physicians, one of whom is a surgeon, serves an area with a population of 


1 Esselstyn, C. B., “The Next Ten Years in Medicine”, New England Journal of Medicine, 
Vol. 266, January 18, 1962, pp. 124-129. 
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about 11,000. They comprise the staff of the hospital in Hamiota but each 
practitioner lives in a different town or village where his office is located.1 

Where long distances are involved, an adaptation of the obstetrical 
team device operative in Nova Scotia could be used. In this instance, a 
roster of specialists is available on an emergency basis for any part of the 
province to deal with an obstetrical complication which requires special 
assistance that is not available locally.2, An imaginative programme of this 
nature, by bringing highly qualified practitioners to out-lying communities 
on an emergency basis, would greatly increase the number of people having 
ready access to specialist services and reduce the fears of many residents of 
rural areas that specialist services will not be obtainable when they are really 
needed. 

Today, with helicopters, hydroplanes, small passenger planes and 
motor boats to complement the automobile as a means of transportation, 
there would seem to be substantial opportunity to organize facilities for 
medical care on a regional basis. Travel by airplane could be used to knit 
together the regions, permitting a high degree of integration of health regions 
with urban areas where the highly skilled specialists and teaching facilities 
are to be found. 

There is no question that the telephone and other means of com- 
munication could be used more extensively for a great deal of consultation 
of the type that occurs in the corridors of clinics. 

To take full advantage of this technique, the cost of appropriate 
installations, perhaps involving rental of medical direct lines, and similar 
time-saving devices needs to be explored with respect to rural medical care. 
Two-way radio and closed-circuit T.V. may eventually make possible a 
new era in the technique of consultation for diagnosis, therapy and rehabilita- 
tion in more remote rural areas. 

One of the main advantages of developing and making increasing 
use of communication devices would be to link the various communities 
and by so doing bring health services to outlying areas which hitherto have 
been the prerogative of the larger urban centres. 

Whether group practice is the vehicle to bring about the kind of 
changes envisaged above depends on how flexible this organizational device 
turns out to be. It is self-evident that if group practice were to take up 
the challenge, a good many physicians would have to broaden their concept 
of the geographic boundaries of the typical clinic and the methods of its 
operations. 


* Thorlakson, P. H. T., Provision of Medical Services Through Group Practice, brief 
submitted to the Royal Commission on Health Services, Montreal, 1962. 
* Transcript, op. cit., October 30, 1961, Vol. 3, p. 420. Also Clute, op. cit., p. 507. 
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The problems associated with bringing physician and patient together 
in rural areas are greatly accentuated in our isolated and northern regions. 
We have referred in Chapter 8 to the logistic problems involved in bringing 
patient and health personnel together in these remote areas. These difficulties 
can be overcome through the use of transportation and communication 
methods similar to those we have suggested above for rural areas. Air 
ambulance, by plane or helicopter, such as the Saskatchewan air ambulance 
service referred to in Chapter 8, could be extended to carry patients to 
physicians or vice versa. Two-way radio communication centres could be 
installed in selected hospitals in settled areas to relay medical advice to 
those needing it in isolated and northern regions. This would require that 
all these nursing stations manned by a public health nurse, to which we 
referred in Chapter 8, be equipped with battery generated two-way radio 
transmitters which are easy to operate and guaranteed to function at least 
eighteen months without change of battery such as those now in operation 
in the Australian “outback.” The medicine chests which are now located 
in isolated settlements should contain medical supplies properly labelled 
which can be used with safety by laymen. The use of these methods would 
provide the inhabitants of our isolated and northern regions with “the best 
possible health care” in their circumstances. 


Quality of Medical Care 


The foregoing discussion has been essentially quantitative in that 
we have dealt with estimates of the number of physicians required in future 
decades, the monetary incentives for entering the profession, and the 
increased productivity of the physician which we believe will result with 
an expansion of group practice. Of equal, if not more importance in such 
a discussion is the quality of medical services provided by an expanded 
supply of physicians. This is related on the one hand to technical advances 
in medicine and their application to patient care, and on the other to the 
responsibility of the physician to keep abreast of these developments and 
apply them where necessary. The constant emphasis on the former tends to 
give the impression that it is the most important aspect of medical care, 
but unless the physician can assimilate these technical advances without 
losing sight of the basic principles he has learned in medical school and 
apply both in practice, their benefits will be lost to the patient. It is obvious 
that “even if the student could accomplish the impossible and assimilate 
the total fund of available knowledge in the four years at medical school he 
would be rapidly out of date unless he continued to study and keep abreast 
of new developments’’.t How can we ensure that the busy physician is made 


1 MacFarlane, J. A., et al., op. cit., Chapter 9. 
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aware of the rapid developments in medical knowledge and that his knowl- 
edge of basic principles is maintained so that a high standard of medical 
care is assured? 

Attempts to assess the quality of medical care are fraught with 
methodological difficulties, but two significant developments have occurred 
in this area in recent years. The Canadian Medical Association, the Cana- 
dian Hospital Association, and the Royal College of Physicians and Surgeons 
of Canada have co-operated in the establishment of the Canadian Council of 
Hospital Accreditation. Before issuing a Certificate of Accreditation the 
Council studies the quality of care in the hospital. In order that hospitals 
may qualify for accreditation the medical staffs attempt to evaluate the 
quality of medical care which they provide. To this end they may appoint 
a number of committees, such as the following:* 


Tissue Committee—which studies the tissues removed by surgeons 
and quickly exposes the surgeon who frequently removed normal 
tissues. 


Medical Audit Committee—which reviews medical records, pre- and 
post-operative diagnoses and other measures, and provides a stand- 
ard method of evaluation of the medical care provided by physicians. 
Medical Records Committee—which studies the quality of the phy- 
sician’s records of his patient and establishes an acceptable standard. 


The Professional Activities Survey—a recent approach to an evalua- 
tion of certain aspects of medical records, leading to a more sophisti- 
cated appraisal of the quality of care provided in hospital. 


Admission and Discharge Committee—which undertakes the respon- 
sibility for an admission policy that must indicate admission priorities 
for emergency, elective and chronic cases, and may include the peri- 
odic review of length of hospital stay. 


All of these devices have helped to evaluate the care of the patient in 
hospital and have resulted in an improved standard of medical care, but the 
quality of care provided by the physician in the home or the office is much 
more difficult to assess. However, in the analysis of their operations some 
prepaid medical care plans bring to light unusual practices on the part of 
participating physicians. A significant step forward in attempts to assess the 
quality of medical care provided by the general practitioner was undertaken 
by Dr. K. Clute.” In this study which covered a sample of general practi- 
tioners in Ontario and in Nova Scotia, he found that: 


“. . both in Ontario and in Nova Scotia, much excellent work is being 
done by general practitioners. Indeed, in some practices, as the very 


17bid., Chapter 15. 
“Chute, K. F., op. cit. 
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high scores achieved by some of the physicians indicate, we should be 
hard pressed to suggest any improvements. However, the figures and 
the clinical examples that we have given make clear that an appreciable 
percentage of the practices visited in each of the two provinces were 
seriously deficient in quality. We must emphasize that the deficiencies to 
which we refer were not lack of knowledge of the details of recently 
discovered drugs or lack of familiarity with the abstruse complexities of 
rare diseases. The deficiencies were in the fundamentals of clinical 
medicine—failure to take an adequate history, i.e. failure to gather, and 
to make use of, the information that the patient himself could provide 
about his disorder; failure to perform an adequate physical examination, 
and, in some cases, inability to distinguish between normal and abnormal 
physical findings; failure, in the investigation and the treatment of cases, 
to think in terms of basic principles of biochemistry, physiology, pathol- 
ogy, microbiology, and pharmacology. The former group of physicians, 
those whom we found doing satisfactory work, may well be the pride of 
the medical profession; the latter group, the deficient group, is perhaps 
the more important, inasmuch as it is the challenge to the profession.’* 


We have indicated in Chapter 7 that the maintenance of high stand- 
ards of medical care is the responsibility of the medical schools, the pro- 
fessional associations, the licensing bodies, and above all, the individual 
practitioner. We have referred to attempts being made to maintain high 
standards of medical care through programmes of continuing medical edu- 
cation organized by the universities and the profession. In view of Clute’s 
findings it is evident that the present programmes are not reaching a suffi- 
cient number of practising physicians. It is possible also, that the present 
programmes of continuing medical education require critical appraisal. 

Some deficiencies are a reflection of the methods of selecting human 
material from which the selection committee of medical schools must choose 
future physicians. The problem facing the committees is that they must 
choose students without the techniques necessary to assure the best possible 
choice. Furthermore, the didactic methods of undergraduate medical educa- 
tion and the shortage of clinical teachers does not provide the stimulus for 
the student to undertake the responsibility for his own learning which would 
motivate him to continue the serious study of his chosen field after graduation. 

A significant factor in maintaining high standards of medical care is 
the scrutiny and discussion of the individual medical practitioner’s day-to-day 
work by his professional colleagues. This requires a close day-to-day rela- 
tionship, but for the busy solo practitioner this is difficult if not impossible to 
achieve except during the time he treats his patients in hospital. In the home 
or Office the practitioner is on his own. Group practice, on the other hand, 
provides the member physicians with the close association with colleagues 
which gives them the incentive for a high standard of medical care. The 


PIVIG., Deol, 
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patient is provided with the pooled scientific knowledge and varied skills of 
the members of the group. This point is made in one of our studies: 


“.. a larger group usually comprises the younger, recently trained 
physicians, and the senior, more experienced doctors, making collective 
experience and up-to-date training available to the patients; special diag- 
nostic and therapeutic skills, facilities and methods are immediately pro- 
vided when required; physicians are stimulated to follow modern medical 
achievements being subjected to the informal appraisal of their colleagues. 
Team-work is required because of the complexities of modern medicine. 
Fees charged to patients tend to be in line with fees charged by other 
physicians in the same community, but since group practice appears to be 
more efficient in the utilization of resources, personnel and material, the 
patients very likely benefit from a higher quality of service. ... In addi- 
tion, patients save time and perhaps money, if they have to consult a few 
specialists. Group practice yields itself to various forms of prepayment 
plans and it may be located in smaller centres, thus increasing the avail- 
ability of services, in particular, of specialists, to the patients in rural and 
small urban areas. 

‘“* Physicians in group practice gain professional, educational, economic and 
practical benefits. A group can more easily afford to employ auxiliary 
personnel such as nurses, secretaries, managers, technicians and others, 
who relieve physicians of routine, time-consuming and “unproductive” 
work. Thus they can spend more time on their professional functions. 
They improve professionally by contact with each other and by sharing 
experience. They limit their work to those medical procedures for which 
they are most qualified. 

“Group physicians having regular working hours can enjoy more time for 
leisure, undertake post-graduate studies, conduct research, attend con- 
ferences and plan vacations, without any loss of income. A_ group 
physician is under less economic pressure to take more patients than he 
can handle satisfactorily since, in most cases, his income does not depend 
directly on the number of patients he attends.” 


In concluding this analysis of the future supply of physicians we must 
emphasize certain vital issues. If we are to maintain our present population- 
physician ratio until 1991 we must increase our output of physicians. 
Table 13-9 summarizes our requirements.’ 

To meet these requirements, in addition to expanding present facilities 
we must build four new medical schools before 1971, excluding the medical 
school at “luniversité de Sherbrooke” the planning for which is already 
substantially advanced.? The four new medical schools will require a minimum 
of 780 faculty members of which 282 must be in the basic sciences and 488 
in the clinical division. This means that Canadian universities must produce 
an average of 40 additional basic science teachers and 70 full-time clinical 
teachers each year for seven years. 


1 Judek, S., op. cit., Chapter 6. 
2 MacFarlane, J. A., et al., op. cit., Chapter 11, Table 11-13. 
?The location of the new medical schools is specified in Chapter 2. 
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TABLE 13-9 SUPPLY OF PHYSICIANS IN CANADA TO MAINTAIN PRESENT 
POPULATION-PHYSICIAN RATIO OF 857, 1966-1991 


(1) (2) (3) (4) (5) (6) 
Number Output Output of 
Year of of New or Total Balance Population- 
Physicians Present Expanded (2)+(3) (4)—(1) Physician 
Required Facilities Facilities Ratio 
1966 23,683 23,708 — 23,708 aks) 856.1 
1971 26,358 26,486 148 26,634 276 848.1 
1976 29,443 28,730 Laip3 29,883 440 844.4 
1981 32,959 30,702 2,829 335051 SZ 842.4 
1986 36,809 32,191 4,862 37,053 244 851.4 
1991 40,964 33,417 15226 40,643 — 321 863.7 


SouRCE: Table 13-3. 


In the provision of medical care in the future we stress the importance 
of seeking more effective ways of organizing medical care such as group 
practice, especially in rural areas, the provision of adequate communication 
and transportation facilities to bring patient and physician together in rural 
and remote northern regions, and the maintenance of the quality of medical 
care through careful professional control of standards. 


FUTURE SUPPLY OF DENTISTS 


How Many New Dentists? 


We have noted elsewhere that dental disease is probably one of 
the most frequent health defects found in the Canadian population. Accord- 
ing to the Canadian Dental Association, by 13 years of age 98 per cent of 
our children have one or more decayed teeth and on the average they 
have a backlog of three teeth needing restoration.” This unsatisfactory state 
of dental health is to an extent related to a deteriorating population-dentist 
ratio? which will continue unless steps are taken to reverse this trend.4 

The present population-dentist ratio, which indicates that 3,108 
Canadians are dependent on one dentist, is inadequate to meet present 
needs. Moreover, our educational facilities are so limited we cannot main- 


4 Chapter 5. 

* Canadian Dental Association, brief submitted to the Royal Commission on Health 
Services, Ottawa, March 1962, p. 11. 

= Chapter 7. 

*See Table 13-10. 
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tain even this ratio in the future because of our rapid population growth. 
Accordingly, in order to maintain the present ratio we will require a sub- 
stantial expansion of dental schools, and if we are to improve the Canadian 
ratio we will require a more substantial and rapid expansion of dental edu- 
cation facilities. . 

The estimated number of dentists which will be produced by our 
present dental education facilities is indicated in Table 13-10. Table 13-11 
indicates the number of dentists that would be produced if facilities for 
dental education are expanded. In view of the extent of the shortage 
of dentists we recommend that Projection 3, which is based on a gradual 
though rapid growth in dental school facilities, be adopted. Even with this 
expansion, Canada’s future population-dentist ratio would be below the 
current United States ratio of 1,900 and the Swedish ratio of 1,500. The 


TABLE 13-10 ESTIMATED SUPPLY OF DENTISTS AND CONSEQUENT 
POPULATION-DENTIST RATIO, CANADA, QUINQUENNIALLY, 
1961-1991 


Estimated Number 





of Dentists Population- 
Year Assuming Present Dentist 
Trends in Ratio** 

Output* 

HG ere & Came kc Manel aie ciel. 5,868 3,108 
Ce em re ene A eee as 6,336 3,203 
BOVE Praca tare er om RAE es ee ey 6,988 35235 
OMe irr ot 5 ees ind aie, eh cert ie en Th 7,810 3,23! 
He) Oiler ne re sere Auer teeer cieslie Deyn heb. UN Ge: S,037 3,309 
ee Oe nn tenet Rey ine chant Nae eB ENS, 9,179 3,437 
USOT as neti 6 IOS a ca De aller ne AP Une eerie 9,746 3,602 


*The assumptions are: 

(a) No increase in facilities except the school at University of British Columbia which 
will graduate 40 dentists in 1969. 

(b) Gradual increase in utilization of present facilities until a total of 304 are graduating 
in 1967. 

(c) Attrition at the rate of 3 per cent per year until after 1971, after which it drops to 
2.45 per year. 

(d) No specific allowance has been made for immigration which has been slight in the 
past, nor for the foreign students who are trained in Canadian dental schools. The 
estimates in this column are likely to be too generous. 

(e) The figures are at year’s end. Hence, if comparing with C.D.A.’s figures, the figure 
for 1961 above will be the same as their figure for 1962. 

**Population estimates based on a net immigration of 50,000 per year. 


Source: McFarlane, Bruce A., Dental Manpower in Canada; Paynter, K. J., Dental Education 
in Canada; studies prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 
1964; Canadian Dental Association, brief submitted to the Royal Commission on Health Services, 
Ottawa, March 1962; The Canadian Dental Association Journal, Vol. 29, No. 5 (May, 1963); and 
calculations. 
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TABLE 13-11 NUMBER OF DENTISTS AND POPULATION-DENTIST 
RATIO ON THREE ASSUMED TRENDS, CANADA, QUINQUENNIALLY, 








1961-1991 
Projection (1) Projection (2) Projection (3) 
Estimated Number of Estimated Number of Estimated Number of 
Dentists Assuming no New Dentists Required to Dentists Required to 
Capacity is Added Other Maintain Present Improve the Population— 
Yeart than the School Population—Dentist Ratio | Dentist Ratio by 1991 to 
aloebaw: of 3,108* 240055 


Number of | Population | Number of | Population | Number of | Population 
Dentists | per Dentist*| Dentists per Dentist*| Dentists |per Dentist}7 


1961 5,868 3,108 5,868 3,108 5,868 3,108 
1966 6,336 By 202 6,530 3,108 6,386 tpg Bye. 
1971 6,988 Dee 7,270 eUT J31D5 3,156 
1976 7,810 aoe x) 8,120 3,108 Iw 2000 
1981 epee! 3,309 9,090 3,107 10,575 2,671 
1986 eed bike, 3,437 10,150 3,108 12,493 23522 
1991 9,746 3,002 L129) Ses 14,329 2,450 





*McFarlane, Bruce A., Dental Manpower in Canada, a study prepared for the Royal Commis- 
sion on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2, Table 2-3. It will be noticed that 
he gives the ratio of 3,108 for 1962 rather than for 1961. This depends on whether one uses first- 
of-year or end-of-year figures for dentists to divide into the June estimates of population. McFarlane 
uses first-of-year figures. We use end-of-year figures, and hence claim the ratio of 3,108 for 1961. 

**The ratio of 2,450 is remarkably similar to the current ratio for British Columbia (2,406), 
which is the lowest in Canada. Also, the growth assumed resembles that suggested by Dr. K. J. 
Paynter, but is nearly twice as rapid as he suggested. See Paynter, K. J., Dental Education in Canada, 
a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
The growth is outlined in Table 13-11. 

+Population projection assumes net immigration of 50,000 annually. 

+t End-of-year figures in each case. 

Source: McFarlane, Bruce A., Dental Manpower in Canada; Paynter, K. J., Dental Educa- 
tion in Canada; studies prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964; Canadian Dental Association, brief submitted to the Royal Commission on Health 
Services, Ottawa, March 1962; The Canadian Dental Association Journal, Vol. 29, No. 5, (May 1963); 
and calculations. 


growth of supply shown in Projection 3 depends on two factors; the expansion 
of facilities and an expanded graduate programme in dental schools to 
train the necessary teaching staff. Table 13-12 shows the methods of increas- 
ing the supply of dentists that is required in order to arrive at Projection 3. 
Net immigration is here assumed to be negligible and _ therefore 
the supply of dentists is drawn solely from the expansion of present edu- 
cational facilities and from those new dental schools which we recommend. 
Maximum student intake of the present six dental schools is indicated to be 
338.1 Even with the expansion of these facilities, plus the graduates from 


1 Paynter, K. J., Dental Education in Canada, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 5. 
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the University of British Columbia, which should provide 40 dentists by 
1969, the supply of dentists will be far from adequate. Thus 2 of 4 new 
dental schools must commence adding to the dental supply by 1975. 

In Projection 3 in Table 13-12, we have made allowance for a loss 
of 10 per cent for non-residents returning to their own countries, and a 
further 10 per cent student attrition rate. The attrition rate for the dentist 
population as a whole is believed to be 2.45 per cent.” 


TABLE 13-12 METHOD OF INCREASING SUPPLY OF DENTISTS IN CANADA, 
PROJECTION 3, QUINQUENNIALLY, 1966-1991 








Item Number of Dentists in Canada at Five-Year Intervals 


1966 1971 1976 1981 1986 1991 


| ORGY GC CaS ee eee ee 6,386 7,158 S770 | 109575: \ 12,493 14,329 
Population-Dentist Ratio.................0.... 3,179 3,156 Papo idl 25011 pes 2,450 
_ Supply 


1. Present facilities (includes student 
intake of 320 up to 1966 and 
capacity intake of 338 after this 
CEBU gees ia ents, done custsanintacess 6,386 6,915 7,380 7,790 8,154 8,476 

2. New steps and /or facilities 
(a) Expansion—with the follow- 

ing number of Canadian 
graduates; 1969-UBC gradu- 
ating 36, 1970-Dalhousie and 
University of Montreal grad- 
uating 68, 1972-McGill, Al- 
berta, Manitoba, graduating 
Oe td iiss eee —- 242 1,089 1,934 | 2,815 3,750 
(b) New Dental Schools 
No. 1—Yielding 36 Canadian 





graduates in 1975; 54 in 1980.. — —- 70 281 544 808 
No. 2—Yielding 27 Canadian 
graduates in 1975; 45 in 1980. — — 53 219 439 658 
No. 3—Yielding 36 Canadian 
graduates in 1980; 54in 1985. on — — 70 183 544 


No. 4—Yielding 27 Canadian 
eraduates m W98Si250.2.....60..0: — -~ a 53 184 
SOAS Fao Re Sen eae Ate iin. Vib octesd 6,386 VAST 8,592 | 10,294 | 12,188 14,420 


SouRCE: See Table 13-10. 


If present facilities are expanded and 4 new dental schools are built 
so that all are graduating students by 1985,°? the population-dentist ratio 


1There may not in fact be a loss of 10 per cent between the first and fourth years, 
_ because of the practice of the dental schools in admitting immigrant dentists into second year. 
See Paynter, K. J., ibid., Chapter 5S. 

2McFarlane, Bruce A., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2. 

> Chapter 2, Recommendations 155 and 156. 
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will improve steadily. But, even with these additional educational facilities, 
the supply of dentists will fall short of our Projection 3 during the decade 
1976-86. 

Immigration is a possible source of supply of dentists. However, this 
source has been discounted because the present annual inflow of immigrant 
dentists amounts to a meagre addition to our stock of dentists. Unlike 
physicians who have entered Canada in increasing numbers in recent years, 
dentists from other countries appear reluctant to immigrate to Canada. This 
may be due to a number of factors, among them the high standard of living 
they enjoy in their native country, but most important, perhaps, the restrictive 
effect of the various provincial licensing regulations. The migrating dentist in 
most cases must attend a Canadian dental school for at least two years in 
order to obtain a licence to practise. 


“This regulation is even extended, with some few exceptions, to graduate 

dentists from the United Kingdom and other Commonwealth countries. 
Dentists from foreign countries with the exception of the United States 
are usually entered in the second year of the four-year dental course 
at the dental schools. Those dentists from the United States who migrate 
to Canada and are graduates of dental schools approved by the C.D.A. 
are accepted for examination by the provincial licensing boards.’* 


If the licensing regulations could be made less restrictive without 
adversely affecting quality, there is a strong possibility that an increased immi- 
grant inflow of dentists would result. This being so, the increases required by 
Projection 3 could be attained sooner than indicated. Nevertheless, there 
remains the possibility that even with an easing of the licensing regulations 
the additional immigrant dentists may not materialize to the extent assumed.? 

As noted in Table 13-13, of the 5,996 dentists practising in Canada 
in 1963, only 45 were immigrant dentists (excluding those from the United 
States). Of these 12 had come to Canada before the outbreak of World 
War II, and 33 since 1945. In other words, in the whole post World War II 
period, dentists from abroad have contributed less than one per cent of 
our total supply of dentists and only after they had obtained the qualifications 
stipulated by the licensing bodies. For this reason we consider Projection 3 
in Table 13-11 the most realistic of the three projections. However, a 
review of the situation should be made after a few years in order to deter- 
mine the adequacy of supply, and to ensure a continued improvement in 
the population-dentist ratio, for even the projected 1991 population-dentist 
ratio falls short of the present British Columbia ratio, and even more so 
than that found, for example, in the United States. 


1 McFarlane, Bruce A., ibid., Chapter 2. 
2 Chapter 2, Recommendation 166. 
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Faculty Requirements 


The second factor determining the future supply of dentists is the 
availability of the required dental school staff. Exact standards by which the 
adequacy of the supply can be judged are difficult to apply. However, the 
World Health Organization! suggests that the ratio of full-time staff to 
students should be 1:7. This compares with the 1961 Canadian ratio of 
1:12.6. Secondly, it is recommended that the full-time: part-time staff ratio 
should be 40:60? as compared to the 1961 ratio of 18.7: 81.3. 

The suggested ratio of one full-time faculty member to seven students 
has been applied to the projected number of students yielding the full-time 
staff requirements in Table 13-13 below. Similarly the ratio of 40:60 is 
applied to the full-time faculty to provide the estimate of the required part- 
time faculty. 


TABLE 13-14 DENTAL FACULTY AND ESTIMATED FACULTY 
REQUIREMENTS, CANADA, 1961-1986 





Faculty 
Year 

Full-time Half-time* Part-time Total 

196 Leena ee ie a ee te 70 20 298 391 
80 

LOG arr ea ae Ne ei 178 267 445 
LO 7 Ree oe ere aN ae ae 264 396 660 
LD TG ene tea eae ac See ee re Me 329 493 822 
LOS 1 Bee ere eae tere: Cee hea ee 376 564 940 
LOS G tree ee Be tse veda, sath LY ee ies 406 609 1,015 


* Half-time staff has been included in the count of full-time staff between 1966 and 1986 
since many persons so employed hold senior positions in the dental schools. For purposes of 
calculation it was assumed that two half-time people are the equivalent of one full-time. 


SourcE: Based on Table 13-11. 


In order to attain these faculty : student and full-time : part-time 
ratios : the deans of the Canadian dental schools are of the opinion that 
there is an existing need for 80 additional full-time academic staff;? by 
1986 about 325 additional staff will be needed, or an average of 18 a year. 
If the required full-time staff can be provided it is unlikely that there will 
be a comparable shortage of part-time staff. With the currently existing need 


* World Health Organization: Dental Education: Report of an Expert Committee on 
Dental Health. Technical Report Series 244. Geneva: 1962, p. 20. 

? Recommendation made by the deans of the United States dental schools. Commission 
on the Survey of Dentistry in the United States. Survey of Dentistry, Washington, D.C. 
American Council on Education, 1961, p. 309. 

° Paynter, K. J., op. cit., Chapter 4 and Chapter 2, Recommendations 161, 163 and 164. 
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of 80 full-time staff it may prove difficult to obtain the additional 18 staff 
members yearly, particularly because of the type of experience required: 


“While shortage of staff is not a unique problem for the universities, 
the dental school problem does have some unique aspects to it. The 
dental staff will serve the school better if they have had experience in the - 
practice of dentistry prior to entering study to become a teacher, par- 
ticularly in a clinical field, but in others as well. In dentistry such experi- 
ence can be obtained only in practice. Unless one is fortunate enough to 
be able to make arrangements to work with another dentist without 
capital outlay, a large debt is usually incurred. Following this the young 
man who aspires to a teaching career must sell his equipment, etc., and 
prepare to be supported financially by a modest fellowship if his training 
is of a basic research nature, or to support himself if his training is in a 
specialty. This together with the comparative unattractiveness of university 
salaries makes recruitment of staff difficult, particularly in the clinical 
field. At the University of Montreal the problem is complicated by the 


fact that staff must be French-speaking, which limits recruitment entirely 


to University of Montreal graduates”’.* 


Problem of Recruitment 


Our estimate of the most likely future supply of qualified dentists is 
based on two assumptions; a gradual though stepped up rate in the expansion 
of educational facilities as noted in Table 13-12, and the recruiting of sub- 
stantially more dental students in the future. The latter point is of particular 
importance since the number of first-year dental students in recent years has 
been less than the actual capacity of dental schools. The capacity for first- 
year dental students in Canadian dental schools is indicated in Table 13-15. 
Apparently prospective dental students, like other university students, apply 
to more than one university for admission thus inflating the number of 
applicants. Furthermore, some who are accepted fail to register. Their number 
amounted to 15 per cent of qualified students accepted in 1962.2 Dental 
schools attempt to meet this situation by sending letters of acceptance to 
more students than they can accommodate with their available facilities. Some 
of the unfilled places are occupied by students who failed the previous year, 
while other unfilled places in the upper years are taken by immigrant dentists 
some of whom must attend a Canadian dental school for two years in order to 
obtain a licence to practise in Canada. 

Like the medical student, the dental student faces a formidable barrier 
to his professional training in the high cost of dental education. He faces a 
higher financial obstacle than students in other professional schools or in the 

Faculty of Arts and Science. According to Table 13-16 in the academic year 


1 Bissell, C. T., President’s Report, University of Toronto, 1961, as quoted in ibid. 
2 Ibid., Chapter 2. 
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TABLE 13-15 CAPACITY FOR FIRST-YEAR STUDENTS IN CANADIAN 
DENTAL SCHOOLS, NUMBER OF FIRST-YEAR STUDENTS AND UNFILLED 
PLACES, 1952-1962 














5 aes = Number of | Unfilled 

Year | Capacity Students | — Places* 
py ean ee ee ae AY OnE 202 | 172 | 30 
Loko 2 ye  Bel alae ee ae ee! | 202 | 194 | 8 
G7 BS ear NS OL Red Ag fe eae Oe oe Ceti 202 | 211 os 
PT ek: Se ce 202 199 3 
Cat ACY oy oo OR Rie 2 re | 205 206 | + 1 
POS PASS IE Se, eee oe be eh os aoa | 205 | 194 - 11 
Oat ESey Ty Ones Da ee ee yt eee a ee 263 | 250 13 
POSS 0 he eee ee Bee Na 307 | 279 28 
eB eX caer ae dee er One 327 | 268 59 
S96 [oOo ees a 338 | 320 iS 
[OGG 3 eee ee ce ek aR 338 | 332 6 











*In two instances (1954-55 and 1956-57) there was an “overfiow”. 


Source: McFarlane, B., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 2, Table 2-12. 


TABLE 13-16 DENTISTRY AND OTHER STUDENTS’ AVERAGE 
EXPENDITURE FOR REGIONS AND CANADA, 1961-1962 











: Average 
Faculty and Region Expenditure 
Dentistry | 

| EE REO Sena hr nea Semele, Ae NENG Ace ERE COM oe OSM IM t ee NI 3,405 
OL =, > + Eee Ss i i Ae Sere lly IRN fd Uaioe Thad FNAL METER wey = | 2,540 
RDTCANTO AP be cel et SS Ate oc ee A ues ee 2,249 
WV GS as et A ek a ee eee, 2,676 
PE RE A RN TRF EO UR RTT SE ERENT AEN eT 2,465 

PPIs ANG GSCIONOE.. Oceania ante 1 Te le ee 0 ee }\ 308 
FSC CIO Bice audch aaa ern ee eee are ee en 1,415 
PSIG eee. Sacra shots en ee te ac eet laos 

| rer Oe Cee en SPN AUR Le REE CML ce A 2,050 
PECIOCINON Cs ck oo Em ee een Snes Le aT ae 2,246 
RUSTINACH oe 2 ee Re eae ee 1,550 


eee ‘jinn ssp ssl 


*The size of this average is due to the small sample of 47 students 26 of whom were married. 


Source: Dominion Bureau of Statistics, University Student Expenditure and Income in Can- 
ada, 1961-62, Part II—Canadian Undergraduate Students, Ottawa: Queen’s Printer, 1963, Table 35. 
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1961-62 the average expenditure for dental students in Canada was $2,465, 
or $219 more than a similar expenditure for medical students who were the 
next highest. 

While these expenditures remain high they tend to restrict the entry 
into the dental profession of a number of recruits from low income families. 
A high proportion of all professions is recruited from higher income families. 
Table 13-17 shows that 20.5 per cent of the parents of dental students in 
1961 had an approximate annual income of $10,000 or more compared 
with 7.8 per cent of all non-farm families. 


TABLE 13-17 APPROXIMATE ANNUAL INCOME OF CANADIAN DENTAL 
STUDENTS’ PARENTS, 1960-61 

















| Per Cent 
Income | Non-Farm P; 

| Families sar cas 

a a a a (a a ee ee ee 
$ | 1960 1961 

MN ts 2s A eat tins di el oper Cones he vd ietlinck Spntiome 38.5 Hip Ke 
Nr ih EE ois ookanstbn east evearerachooes 30.2 Ae’ 
8 SS SO aaa eer mre eee 16.3 16.9 
a a ee ce Es EE RN ot Ber 2 aA 
LL LT AT Te 9 11.8 
nt Re I 2S ee COR SPSS SIRS EN SOE He ihe, 8.7 








Source: McFarlane, B., Dental Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964; Chapter 5, Table 5-5; Dominion Bureau 
of Statistics, Summary Family Income Statistics, 1961, Ottawa: Queen’s Printer, 1963. 


In briefs submitted to the Commission a number of recommenda- 
tions dealt with means to enable dental students to meet the cost of dental 
education. There is general agreement that dental students need financial 
aid but there is a difference of opinion on the methods of providing assistance. 
The Canadian Dental Association calls for a reduction of fees and the 
establishment of a loan fund.’ The Newfoundland Dental Society recommends 
a scholarship fund and a loan fund,’ while the Department of Health of 
the Province of New Brunswick proposes a subsidy for dental students 
similar to the Regular Officers’ Training Plan of the Department of National 
Defence on condition that they serve the province after graduation for a 


1Canadian Dental Association, brief submitted to the Royal Commission on Health 
Services, March 1962, Ottawa, pp. 53-54. 

4 Newfoundland Dental Society, brief submitted to the Royal Commission on Health 
Services, St. John’s, November 2, 1961, p. 6. 
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given period.* The idea that students receiving assistance be obligated to 
practise in a specified region after graduation is also contained in the brief 
of the New Brunswick Dental Society which suggests that scholarships and 
grants be given to dental students on condition that they serve the province 
after graduation for a specified period of time.? The College of Dental 
Surgeons of Saskatchewan calls for bursaries for pre-dental students with 
satisfactory standing sufficient to pay for the complete dental course,? while 
the Alberta Dental Association recommends a review of the existing pro- 
gramme of scholarships, awards, grants and low interest loans to high school 
and undergraduate dental students.* The Faculty of Dentistry at the University 
of Manitoba proposes a plan of scholarships and bursaries to cover student 
costs of dental education.® 


There is little doubt that our recommendations designed to help 
financially those young people desirous of entering health professions,® 
would increase the flow of students from low income families, including 
those wishing to take up dentistry. But it would be overlooking the 
obvious to assume that lack of income is the only barrier: “ .. . financial 
ability needed to undertake the lengthy education leading to professional 
status in dentistry is not equally distributed throughout the population 
(neither, of course, is the familial support and tradition, the personal ambi- 
tion and motivation)’’.* 

An additional and important incentive to potential dental students 
is the level of income they can expect as a qualified dentist. The available 
evidence indicates that a substantial proportion of practising dentists con- 
sider the profession suffers from “inadequate income”. 


“In the recruitment study conducted by the C.D.A. conflicting reports 
regarding the adequacy of the dentists’ incomes were received from the 
respondents and one-third (34.3 per cent) of those who would encourage 
‘suitable young people to consider dentistry as a career’ would do so on 
the basis that there is a ‘good income’ in dentistry. On the other hand, 
41.5 per cent of those who would not encourage the young to enter 


2 998 


dentistry would not do so because of the ‘inadequate income’. 


1The Department of Health, Province of New Brunswick, brief submitted to the Royal 
Commission on Health Services, Fredericton, Nov. 9, 1961, Section I—p. 7. 

2 The New Brunswick Dental Society, brief submitted to the Royal Commission on Health 
Services, Fredericton, November 1961, p. 3, para. 15. 

3 The College of Dental Surgeons of Saskatchewan, brief submitted to the Royal Com- 
mission on Health Services, Regina, January 1962, p. 8, paras. 34, 35 and 36. 

4The Alberta Dental Association, brief submitted to the Royal Commission on Health 
Services, Edmonton, February 1962, p. 19, V (c). 

5 Faculty of Dentistry, University of Manitoba, brief submitted to the Royal Commission 
on Health Services, Winnipeg, January 1962, p. 10, para. 45. 

® See Chapter 2, Recommendation 158. 

7 McFarlane, B., op. cit., Chapter 5. 

® McFarlane, B., op. cit., Chapter 5. 
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Nevertheless, dentists in private practice in Canada have maintained 
a high income level although not as high as that of physicians and some 
other professions. Table 13-18 shows that incomes of dentists have risen 
more rapidly than those of other professions in the post-war period. 


TABLE 13-18 AVERAGE INCOME OF CANADIAN TAXPAYERS BY 
PROFESSION AND RANK OF DENTISTS’ INCOME, 1948-1959 














Independ- 
Doctors ent Lawyers Other Neel 
Year and Engineers and Dentists Account- Profes- Dentists 
Surgeons and Notaries ans sionals Rank 
Architects 
$ $ $ $ $ $ 
1948 8,274 7,455 8,309 5,395 =—* 4,171 (4)* 
1949 9,009 10,428 9,533 5,748 —* 4,888 (4)* 
1950 9,881 10,955 9,641 6,202 —s 4,311 (4)* 
1951 OL 973 9,628 10,214 6,287 8,171 4,225 5 
1952 10,522 12,266 922 He tele 8,026 4,197 5 
1953 1t 258 10,289 9,955 7,485 8,096 4,580 5) 
1954 117891 12,059 11,925 7,896 8,672 4,900 5) 
1955 12,166 14,007 12,243 8,554 9,315 5,411 5 
1956 13,053 13,640 12647 9,230 9,940 a,129 5 
1957 13,978 14,581 13,244 10,234 10,879 S74 5 
1958 15,264 14,260 13,163 10,662 10,627 6,281 4 
1959 15,737 14,983 14,123 11,605 11,033 6,476 4 


*Accountants not separated. 


SourcE: Department of National Revenue, Taxation Division, Taxation Statistics, Ottawa: 
1950-1961. 


The earning power of dentists must be weighed against the sub- 
stantial initial financial outlay required to begin practice. This expense 
covers items such as dental instruments, equipment, supplies and furniture. 
The expenditures required are outlined in Table 13-19. The survey on 
which the table is based also indicated that over 86 per cent of recent 
graduates borrowed money to finance their new practices.* 

In Canada dentistry is a predominantly male occupation. In 1962, 
there were only 97 women dentists registered with the Canadian Dental 
Association? representing 1.6 per cent of its membership. Comparable data 
for other countries are available for 1958; Table 13-20 shows that the 
percentage of women dentists varies from 80 per cent in Finland to less than 


1 Ibid., Table 5-25. 
2 Ibid., Chapter 3. 
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TABLE 13-19 AVERAGE COST OF ESTABLISHING A PRACTICE AND 
PERCENTAGE OF RECENT GRADUATES REPORTING EXPENDITURES, 
BY SPECIFIED ITEMS 























Per Cent Reporting 
Expenditures Average Cost 
Item 

eee Of Total 

Reporting Any R Pi Mean Median 
Expenditures LENS 

$ $ 
EOS CLUNICNCS ete erner ne le a 94.0 Wks 1,298 500 
SUP Diese eee ee eee 90.0 70.1 1,376 714 
EQUI DIGn (eee nh ee 89.7 69.8 6,330 6,500 
BUiiisGr Cle weecrns hoe in ech aaaleee. 81.5 63.4 450 300 
Business Equipment. ....3.0......0..:.... 82.3 64.0 377 250 
RenGVallOnsese ee ee ae FERS | 56.9 PF, 052 600 
Other. cea eie eee ove me ease aed pi | 2158 866 350 

LOW AD pete ts eat ee 100.0 LITERS 11,749* 9,214** 

















*This is equivalent to an average of $9,822. 
**This is equivalent to an average of $9,500. 


Source: McFarlane, B., Dental Manpower in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 5. 


two percent in Canada and one per cent in the United States.! Of the 132 
women graduates in dentistry from Canadian dental schools since 1919-20, 
70.4 per cent are still practising. The evidence supports the possibility that 
more women can be recruited as dental students. Some of these women 
dentists who marry may have to make certain adjustments so that the dual 
roles of housewife and professional may be performed effectively. Our study 
of dental practice in Canada shows that some women dentists: 


(1) located their dental office in or near their home; 
(ii) restricted their schedule of office hours as well as limited the number 
of hours worked per week; 
(iii) carefully planned office work and family routine; and, 
(iv) limited the type of office they open or join. 


The Commission believes that dentistry provides a promising career 
for women and that it is in the national interest to attract an increasing 
number to this profession. 


* Of the women dentists on the Register of the Canadian Dental Association, 36 per cent 
were born in Latvia, Lithuania and Estonia. 

* For a discussion of women in dentistry see Talbot, Nell Snow, “Women in Dentistry”, 
American Journal of Dental Education, March 1961, p. 17. 

° McFarlane, B., op. cit., Chapter 3. 
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TABLE 13-20 PERCENTAGE OF DENTISTS IN VARIOUS COUNTRIES 
WHO ARE WOMEN—1958 





























Country Per Cent 
UP ea Ne A ola eh MR URE Or ae een SRR er, et En? ge eT a 96 
ey Lee a tare lange ror Hing MER lane en a a NGM PN Ah oa SN ee 93 
MR Oe, cd Ce ret ee ON ORE Ss de ey isl Nose cae cahts Bal deg oR coma 80 
SEAS ce Be ip ee We ea oo a Oo oN Co Se a 71 
RNC ST) UNA ei ae 7 NY SAT 8 Dente hed gh ear a 5, A ART ee Emad, Seteese cn ono 50 
| EPPERSON ere Ar pe CN et RL RR ene ot CR UN RRR ot 40 
ET EAR tai rete la Aah a te AME poet alae i Sr add OR SC eT INO S/F ge) 29 
(SEL TOE con web lia Balt eet ee ilep a ai ie ee ee 1 ee Dele eg aca SEN eg ie A ee 25 
SORE ral ie eg pie an SUR aa et eden nc ete ec en eae 22 
“SY, gs tate RN a Se «i ca be i eA Alive aR Nae Be eke GEN RIE Pah reer eT ni Ze 
OSES GIPSON CUS Sa TIERS ig: cea er nee tte fe ne ect Ny AO On reta aE  e 15 
i Mae Ge TAMG CNN MEM eo i cies Sennett cele dgicitcae ath OPENS ON. vie goku guia pAetdccddO sas kod amecaa le veekdd 13 
eT ME ar Oe a Fe SO ceil nate nar rat Pee AR ate Taf de Ro at SeT Tek ae ee Ge ics 10 
© ECTS TE cea RS RS ea eee nee EI aon Re Ne 10 
ToS SSE YG ata Be Ao One LINO Eatin Wa ae ee a eR Cement Seen nrers 10 
ERS SOIT eo ao ie tlhe en eRe QA i en A wel Pe eg cow 8 
REC EEG UMN ee NT Ne to gh Re ee PAE ere i ee Be OR VE | Aedes 8 
a OEIC eG ihe ete Bearish Tin cece Te Michael ase eth Ulta atk ate Ne i 6 
Ne een We NN ty Pee ete es Sens wae dy in ORNL ie ea et te ies 5 
OLS ETE UE,, SESS pee aia ter ee ae ct eC aMm EUA eet eees rt Mer I reg ney ee PST 4 
OE CO oth aM tay RAT Rene a RM gh CS BTR De eit ee a ae 3 
MAE, rete NA Bar SIGE” MAREE DAN, Nee ot Pena 5, Maem eae inc, Pan d Pa vag ee Ne Za 
VDI, LEA IP YOR gs SRST Sgt Re A i Re ee area go RUN te 1 
ESTP 205 SIG weil a a eta eae eb Ras Lee mal Fate ee a ae ae ee RNG ACA RIS LV RT EE 1 
TC ACMI ete eA ease seca ee GE LANE SE CLE oo So eccae  aEE A MT 1 


Source: Hollingshead, Byron S., Survey of Dentistry, American Council on Education, 
Washington, D.C.: 1961, Appendix C, p. 528. 


Organization of Practice and the Supply of Dentists 


We have noted in Chapter 7 that there is not a marked trend to forms 
of combined practice in dentistry. However, dentists, like physicians, practise 
under various institutional auspices although the independent private prac- 
titioner remains the predominant form of practice as is evident from Table 
13-21. These data show the small proportion of dentists in school and other 
organized dental services. Evidently there is a serious shortage of dental 
personnel of various types in school dental programmes despite the fact, 
which we have noted earlier, that 98 per cent of our children up to 13 years 
of age have on the average three teeth needing restoration.’ In six provinces, 
Prince Edward Island, Nova Scotia, Ontario, Manitoba, Alberta and British 
Columbia, mobile clinics have been organized to deal with the problem of 
dental health for children and adults in rural and remote areas. 


1See page 552. 
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TABLE 13-21 PERCENTAGE DISTRIBUTION OF DENTISTS, BY TYPE OF 
EMPLOYMENT IN CANADA (1962), UNITED KINGDOM (1962), 
AND UNITED STATES (1961) 








Canada, Uke U.S.A, 
Type of Employment 1962 19627 1961 
(5,868) (15,501) (106,000) 
DentaliSchoolssStafiae 1 ae eee 1.4* 1.6 0.9 
Armedal OLCes erent e een ane dee a 2.8 2.8 \ 61 
Othemrederal (Departments ea... es 1.0 a % 
SCOOOlMD entalISchvicew mie ee [baa he ah 
TLOSDITAN OCLVICES ee ee ee ee ip4* 10.9 0.417 
PUuDLICH Calth Ware ae eee ee eres ted — 
Privateseractice et a eee ee 91.9 3.208 92.4 
General DentalServicess — 73,5) 1081 — 
LLOTA i rcneit tee el ne nae wkek ees. 101.4** 99.7 99.8 





*The half-time personnel have been included here as their full-time equivalent, i.e., two 
half-time dentists have been reckoned as one full-time dentist. 

**Adds to more than 100 per cent since some of those in private practice also serve on a 
part-time basis in the Dental Schools, the School Dental Service, Public Health and in the Hospital 
Service. 


+The Assistant Secretary of the British Dental Association in a personal communication to 
the C.D.A., stated: ‘“‘A large number of those working in the Hospital Services are working part- 
time and are probably employed in the remainder of their time in the General Dental Services and 
about 900 of those in the General Dental Services also give some of their time to sessional work in 
the School Dental Services’’. 
tfIncludes “‘dental positions such as state and local health departments industry and dental 
societies’’. Moen, B. Duane, Proceedings of the Workshop on the Future Requirements of Dental 
Manpower and the Training and Utilization of Auxiliary Personnel, University of Michigan, 1962, 
p. 18, hereafter referred to as the Michigan Study. 


Source: McFarlane, B., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 4. 


Unlike the physician the dentist does not usually practise in the 
hospital. In 1962, only 14 Canadian hospitals possessed dental facilities 
which met the standards set by the Canadian Dental Association. This 
represents one per cent of all hospitals in Canada compared with about 33 
per cent in the United States. In 1962, there were only 55 full-time and 59 
part-time dentists practising in hospitals, or the full-time equivalent of 1.4 
per cent of all dentists. Obviously the amount of dental service provided in 
Canadian hospitals is very limited and this is usually restricted to hospital 
in-patients. Evidently the growth of dental services in hospitals, whether 
for in-patients or out-patients, cannot be expected under prevailing conditions, 
but an expansion of these two types of service is an obvious need at a time 
when dental defects are so widespread and the required services to treat 
them so limited.1 


1See Chapter 2, Recommendation 40. 
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Specialization has important implications for the manner in which a 
professional practice is organized. Like the physician, the dental specialist 
confines himself to a specific area of dental service, and this, in turn, limits 
the kind of patients he treats. This latter fact means that the dental specialist 
must locate his practice in an urban area where there is a relatively high 
concentration of population so that he can be assured of a full-time practice. 
Only 3.8 per cent of Canadian dentists are qualified specialists although 
many general practitioners perform specialist functions. This situation is 
similar to that in medicine in which many “non-certified” specialists perform 
specialist functions. 

There are three recognized dental specialties in Canada: orthodontics, 
oral surgery, and periodontics. Table 13-22 shows that orthodontics is by far 

the largest specialty, both here and in the United States. 


TABLE 13-22 GROWTH IN SPECIALIZATIONS, CANADA (1952-1962) 
AND UNITED STATES (1952-1960) 











Canada United States 
Specialization 1962 1952 1960 1952 
(227) (126) (4,170) (2,584) 
% % % % 
EEE OCCT Ca gee 56 48 50 48 
SEAL SUED CTY fs.5. so.cdeeivenccciasaseres Be ea ee nt A 26 28 28 26 
Me IOC OUNGICS Es Fo oc. aca va binaservntene sewers vavanssducRios 10.5 16 Gi 14 
SORE CI OTE TCS a A LES 8 5 3 
PERO SHINO COMICS. haces s05oscdesinsceasvecnsnnnstesdeapesrvagedacer — — i d 
Mey PAUMOLORY <0 soceccteccosfucsecssvuntsseevnlesmerseseedane — = 1 1 
SLES (S011 0 eR — — 1 *e 
«EIU ed cc boc ad a RE 100 100 . 99 99 


* Although in past years the Canadian Dental Association listed the number of paedodontists 
in the annual dental personnel statistics, the Association does not recognize paedodontics as a 
specialty. 

**Less than 0.5 per cent. 


Source: McFarlane, B., Dental Manpower in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Table 3-27. 


Most of the specialists practise in urban areas as shown in Table 
13-23. In each of these specialties more than 75 per cent of the practitioners 
are located in cities of over 250,000 population. We have already shown 
in Table 7-12 that an urban-rural maldistribution of all dentists, specialists 
and non-specialists, exists in Canada. Obviously, more specialists must be 
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TABLE 12-23 PERCENTAGE DISTRIBUTION OF QUALIFIED DENTAL 
SPECIALISTS BY CITY SIZE, CANADA, 1962 














Specialities 
City Size i 
Oral Surgeons | Orthodontists | Periodontists 

(59) (127) (24) 
1000, 000fanG OVeir s(n ees 45 48 60 
250: 000—-999 999 sor RES ast asi nictsswuetos 42 28 aii. 
50) DOG = 249990 te eee an i teen sadie aetna ante es 13 21 7 
30000 = A990 09 sire a hea erie aca — 2 — 
ésstthant50: 000 ier es ee — 1 — 
ACLS CIUIGS rete chet tes atc oe ens hehe 100 100 100 





Source: Directory, Canadian Dental Association, The Association, Toronto: 1962, pp. 95-98. 


trained and inducements offered to attract them to medium sized centres 
to provide more reasonable access to such services.* 

An important aspect of organized dental practice today is the 
increase in volume of service which the practitioner can provide through his 
use of auxiliary personnel. We have described the various types of auxiliaries 
and the training they receive. This discussion showed that the dental hygien- 
ist undergoes a two-year training programme in a university in order to 
undertake a limited number of technical tasks under the direct supervision 
of the dentist. The Commission on the Survey of Dentistry of the United 
States questioned whether the dental hygienist is being given more training 
than is required for the tasks he performs. 


“Although the Commission is sympathetic with the desire to improve the 
educational experience of hygienists, it appears that the two-year curricu- 
lum for hygienists may be over-educating them for the services most 
hygienists actually perform. The two-year programme should permit 
hygienists to acquire a background that would enable them to perform 
a number of services under the direct supervision of dentists, comparable 
in degree of responsibility to those entrusted to nurses. As mentioned in 
the preceding chapter (Dental Health) some nurses practise with a mini- 
mum of two years training. Certainly, two years of training are not 
needed to prepare for the cleaning and polishing of the exposed surfaces 
of the teeth. Dental Corps men in the armed forces are trained within 
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a few weeks to provide this service’. 


The experience of the New Zealand Dental Nurse and the experi- 
mental programme in the United Kingdom designed to evaluate the effec- 
tiveness of the dental auxiliary, suggests that we can train a similar type of 


1See Chapter 2, Recommendation 51. 
2 Paynter, K. J., op. cit., Chapter 8. 
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auxiliary in Canada who would undertake a wider range of technical tasks 
than the dental hygienist does now, and thus increase the volume of dental 
service provided. 


New Dental Auxiliaries 


The provision of an increased volume of dental service, especially 
for children, is a major problem, and its solution, in part, lies in the training 
of individuals who can work under the direction of a dentist. A study dealing 
with the training and employment of auxiliary personnel in the Royal 
Canadian Dental Corps indicates that individuals can be trained outside a 
university to perform advanced technical services. 


“(b) The clinical technician performed dental treatment equivalent to 
nearly four dental officer hours per 64-hour working day, which 
means in effect that the dental officer-clinical technician team 
achieved 104 dental officer hours in a 64-hour day, an increase of 
61.5 per cent. 


“(c) The increase in productivity during the study period when evaluated 
by time points per duty day was 90.7 per cent over the previous 
auarter and 95.8 per cent over the 14 duty days immediately prior 
to the study.’* 


The work carried out by these technicians is more intensive in some 
respects than that undertaken by the civilian dental hygienist, even though 
the former are not graduates of a two-year university course. In fact, the 
minimum educational requirement required to enlist in the Canadian Army 
is Grade 8, although of course many recruits will exceed this minimum. 
Nevertheless, the fact remains that highly skilled technicians are trained 
outside a university to perform dental treatment. We have outlined in 
Chapter 7 the training and technical skills of the New Zealand School Dental 
Nurse and the Dental Auxiliary in the United Kingdom neither of which are 
university trained. These three attempts to increase the volume of dental 
service through the use of skilled auxiliaries show that such personnel can 
be selected and trained to undertake, under direction, a number of the 
procedures performed by the dentists. At the Dental School of the University 
of Alberta the programme of the dental hygienist includes some techniques 
not usually included in such courses. Despite these progressive steps the 
problem of dental disease remains, and we believe its magnitude to be serious 
enough to warrant immediate action.” 


1 Baird, K. M., D.DS., Shillington, G. B., D.D.S., B.Sc., and Protheroe, D. H., D.DS., 
M.P.H., “Pilot Study on the Advanced Training and Employment of Auxiliary Dental Per- 
sonnel in the Royal Canadian Dental Corps: Preliminary Report”, The Canadian Dental 
Association Journal, Vol. 28, No. 10, October 1962, p. 633. 

See Chapter 2, Recommendation 39. 
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There is an apparent reluctance on the part of the dental profession in 
the United States to explore the possibilities of enlarging the technical 
responsibilities of the auxiliary. The policy of the Canadian Dental Associa- 
tion is more advanced. According to the Association: 


“Auxiliaries should be trained to render a far broader scope of duties than 
currently feasible, but they should perform these duties under the direct 
supervision of a dentist, the only person who can assume responsibility for 
the patient’s complete dental care’’.* 


We are particularly concerned with the state of dental health among 
children.2 This problem becomes more acute when we consider the present 
shortage of dentists. In the face of this shortage we must construct a scale of 
priorities and we believe that children should be the first beneficiaries of an 
expansion in dental services. Hence, the approach to the dental health of 
children must be essentially preventive. This becomes particularly evident 
when one considers the importance to dental health in adult life of preventive 
measures in childhood. On the treatment side, dentists have found it difficult 
to establish priorities. Obviously the presence of dental caries, acute infec- 
tions, injuries and pathological lesions is a clear indication of treatment need. 
“In contrast to the above the diagnosis and priority for treatment of chronic 
periodontal disease and especially malocclusion are complicated by consid- 
eration of the intensity of the anomaly.’*? The variable and unpredictable 
nature of such defects has led to their being neglected except in seriously 
handicapping cases: nevertheless it is felt essential when planning a treatment 
service “to provide for these services otherwise the overall service would be 
severely downgraded”’.* 

The relative absence of treatment in this field up to now, handicaps us 
in estimating the amount of treatment time needed by children for, while we 
have reliable figures for the most frequent features of treatment, we can 
make only approximate estimates for the other services needed by these age 
groups. The shortage of dentists and the acuteness of the problem of dental 
disorders in children demands the training of a sufficiently large number of 
technically competent personnel in a reasonably short period of time to pro- 
vide most of the dental services required by children. The evidence presented 
above concerning the training of auxiliary workers to provide many of the 
dental services required by children suggests that a similar arrangement 
could be introduced in Canada. The course of training for the new dental 
auxiliary could be patterned on that of the dental auxiliary in the United 


1Canadian Dental Association, brief submitted to the Royal Commission on Health 
Services, Toronto, March 1962, p. 32. 

2 This is statistically portrayed in Canadian Dental Association, a brief submitted to the 
Royal Commission on Health Services, Ottawa 1962, Appendix II. 

8 Tbid., Appendix II, p. 11. 

4 Ibid., Appendix III, p. 1. 
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Kingdom described in Chapter 7. The training might have to be altered in 
content though not lengthened, and facilities to provide training and a work 
base would have to be established. Clearly final responsibility and authority 
for all forms of treatment undertaken by the auxiliary must remain with the 
dentist. ’ 

Information from other dental programmes operating in Europe 
indicates that priority for treatment is given to children aged six and over. 
Such a procedure is based on the premise that it is more important to con- 
centrate on the permanent teeth of children than on the deciduous teeth. 
Other schools of thought emphasize the important effect care of the decidu- 
ous teeth has on the subsequent oral history of the patient. We share the 
latter view and believe that a programme of dental treatment for children 
ideally should begin with initial care for children at age three. However, in 
' examining the magnitude of the problem we have concluded that initially, 
the programme must begin with children at age five and six. 

In the two succeeding years, two additional age groups could be given 
- Initial care, while those already in the programme are given maintenance 
care, 1.e., in the second year of the programme children aged four and five 
would be included, while the children treated in the first year (now ages six 
and seven) are given maintenance care. In the third year, the three-year olds 
are added and the eight-year olds are given maintenance care. In each of the 
following years, one additional age group is brought in, so that by 1980 the 
children aged 3-18 will be receiving treatment assuming, of course, that the 
necessary staff has been assembled to treat them.* The estimate of personnel 
required to implement a children’s dental programme is outlined in Table 
13-24, and was obtained in the following way: 

Based on estimates provided by the Canadian Dental Association,” 
the average time required to give initial care to a child would be as follows: 


1. Polishing of teeth followed by application of 


fopicalstanmous MUOTICE ..:2...0/.4...008 oe eee aoe .. 30 min. 
Caries comirol- comsultatton. 6.55606 apse se 6 min 
Examination for dental caries 0c... 20 min. 

4. Treatment of an average 3.4 cavities per child, 
OMe OO IMI, occas gs Bove Lace ees 176.8 min. 
3.88 hrs. 


1This timing pattern is based on the suggestions made to us by the Canadian Dental 
Association, op-cit, p. 42. 

2Canadian Dental Association, brief to the Royal Commission on Health Services, 
Toronto, 1962, Appendix III-3, Table III-1. Certain minor adjustments were made to the 
figures of the Canadian Dental Association, after discussion with CDA officials, e.g., it was 
calculated that the time needed for caries control consultation is 6 minutes per child. 
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The time requirements for maintenance care for children already in 
the programme is estimated at 2.9 hours per child per year. The dental 
personnel requirement is then obtained by dividing the total time (hours) 
necessary to give initial and maintenance care to the programme’s noe 
tion by 1,500 hours, the chairside hours of dentists. 

Since much of this work can be done by trained dental auxiliaries 
under the supervision of a qualified dentist, a ratio of four auxiliaries to one 
dentist is believed to be the optimum. 

Because of the difficulty in getting younger children to clinics and 
the lag in learning experience, it is assumed that initially the programme 
will not be fully utilized. An estimate of the number of children using the 
programme, based on a rising utilization rate is shown in Table 13-24. 
This under-demand will coincide with an under-supply of personnel in the 
first few years. We estimate that demand and supply will approach 100 
per cent in 1971. In that year all children who wish to utilize the pro- 
gramme will be able to do so. 

We believe that 1,000 auxiliaries could be graduated annually during 
the first four years and 1,500 thereafter. These young people would be 
trained in a special programme which we have outlined in Chapter 2. The 
attrition rate of the auxiliaries was assumed to rise from 2.5 per cent in 
mG69 to’ 5 percent im. 1971 and 10 per-cent thereafter. 

In the early years of the programme it will not be possible to 
achieve a ratio of four auxiliaries to one dentist, but as the supply of aux- 
iliaries builds up, this ratio can be reached and thereafter maintained. We 
have therefore assumed a lower auxiliary dentist ratio for the period 1968 
to 1971 and this we consider to be desirable because of the need for 
greater professional supervision in these years. After 1971 the supply of 
auxiliaries builds up more rapidly than the programme requirements which 
will allow for the higher attrition rates as women marry or withdraw. 
Allowing for this, we estimate that the programme will need 1,500 auxil- 
iaries annually during the seventies. Should this produce more auxiliaries 
than the programme then requires, such auxiliaries should be licensed to 
work with dentists in private practice. In addition, we believe, the pro- 
gramme like all new programmes, should be reviewed periodically. 

Finally, what would be the provincial distribution of the training of 
1,000 dental auxiliaries? Table 13-25 shows a breakdown by provinces of 
the percentages of children in both the 5-9 and 3-18 age groups. 





1 Tbid., Appendix I[II-5, p. III-7. 
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TABLE 13-25 PROJECTED DISTRIBUTION OF DENTAL AUXILIARY 
GRADUATES BASED ON PERCENTAGE DISTRIBUTION OF CHILD 
POPULATION, CANADA AND PROVINCES, 1961 


—e——SS0”$”$0”0”$”0$0,0, 0 NS —————————————————————————————ee 











Distribution 
of Dental 

Province Per Cent Per Cent Auxiliaries 

Ages 5-9 Ages 3-18 Grantnien 

Each Year 
Newioundlan ds ss nna en ae hl hal 31 
Prince bdwardusiand |e ee .6 .6 6 
NOyalscotia tis are < oe ene eas” Ly ae 4.1 4.2 41 
INewWSBCUDSWICK sae) ae oe ene te 3.6 5,9) 36 
Quebecret ere a ate ee ean | 30.0 30.8 300 
Ontario fee re rea oN nee ee 3254 31.9 324 
Manito ba etytr ete Bak eek ene ee FEL 4.9 4.9 49 
SaSkatChewaleeee seni ne eee ee ipl seal 51 
Alberta seemed tere eee at. et Ne stl aS ey 
Britishi@ol um bide aes eee ee en aes 8.3 8.1 83 
YUKO sa INS W oly ste oc eee ee ene 22 ee 2 
Cana Ca recensione wre ele meen. Meade ee 100.0 100.0 1,000 


SourcE: Based on Dominion Bureau of Statistics, Census of Canada 1961, Vol. I, Part 2, 
Ottawa: Queen’s Printer, 1963, pp. 20-1 to 20-10. 


Assuming that to start the children’s programme in 1968 the dis- 
tribution of auxiliaries should be of the order indicated above the question 
arises: would each province be capable of training the number of auxiliaries 
required for its programme? To answer this question we assume that a 
dental school could supervise the training of between 100 and 150 auxiliaries 
either on the school site or in technical institutes. By applying this yard- 
stick to the various provinces and bearing in mind that 1968 is the target 
date for initiation of the programme the following results are obtained: 











es 








Dror; Auxiliaries Possible 

Lone Needed Output! 
A Lan tice Pro VinCes we eres ee een en 138 150 
QuEDEC aise ie, Aire A eet eet a ie eee fe 300 300 
ODLATIO Ree tere eer ta ee ong Re 324 350 
Prairies erOViILCCS we eee ee ee 176 200 
British G@olunmibicieemmec te ae ee eee 83 100 
Ya KOnFaNG EN: Wile ee ee ee 12 0 
LOT A Lapin ho ee art, Coes TO 1,033 1,100 


*The intent of this training programme would be to enable each region to train the 
required number of dental auxiliaries with an allowance for attrition. 
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Dental Care Needs and Fluoridation 


The efficacy of fluoridated water supplies in the reduction of dental 
decay has been well established. Numerous scientific studies have shown that 
controlled fluoridation of public water supplies can change the level and 
nature of dental care needs more than any other single factor. This is strik- 
ingly portrayed in Winnipeg which was one of our first major cities to add 
sodium fluoride to its water supply. In the five years since this step was taken 
substantial improvement in child dental health has been noted. In 1959 seven 
children out of 50 needed teeth removed prematurely; in 1963 only one 
child in 50 needed such treatment.* Despite these scientific findings only 
about 20 per cent of the Canadian population lives in areas where the public 
water supply is fluoridated.* We do not claim that fluoridated water is a 
panacea for all dental defects but the evidence at our disposal indicates that 
fluoridation results in a marked reduction in dental caries without any ill 
effects being noted. 


This conclusion has also been reached by the Department of National 
Health and Welfare after extensive research in the subject of the effect of 
fluoridation on dental health. We quote: 


“It is an established fact, from very extensive research, that the adjustment 
of the fluoride content of a water supply, whereby there is a concentration 
of one part fluoride to one million parts of water, brings about an average 
reduction of 60 per cent in the prevalence of tooth decay to children con- 
suming fluoridated water since birth. No ill effects have been noted. 

“This improvement in dental health of children, who will later be adults, 
ensures an improvement in general health, dental health being an integral 
part of total health.’* 


We are not suggesting that the introduction of fluoridated water 
would lessen the need for dental services, but that there would be a change 
in the nature of dental needs. One research teacher expressed this view as 
follows: 


“. . . it seems probable that fluoridation, like so many discoveries, may in the 
process of meeting one need, create new needs of equal or greater magni- 
tude. When fewer teeth are lost or damaged by decay, more youngsters will 


1See Grainger, R. M., Nikiforuk, G. and Paynter, K. J., Dental Health and Fluorides, a 
submission to the Ontario Fluoridation Investigating Committee, 1959, wherein is contained 
an extended bibliography, Toronto, 1960. 

2 Financial Post, Toronto, August 24, 1963. 

3 “As of November, 1963, more than 3,800,000 people, or 20 per cent of the population, 
in 188 communities were consuming mechanically fluoridated water. In addition to the 20 per 
cent of the Canadian population who are consuming water with fluoride content adjusted to 
one part per million, many thousands of people have been consuming for a lifetime, and even 
for generations, water which has been fluoridated from underground deposits of fluoride. No 
ill-effects have been observed.” (Statement by Mr. John Munro, Parliamentary Secretary to 
Minister of Health and Welfare, House of Commons Debates, Ottawa, March 23, 1964, 
peol3s33. 

4Statement by Mr. John Munro, M.P., op. cit., p. 1333. 
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reach maturity with teeth which warrant periodontal and other maintenance 
care (cf. p. 4-6). Later on when rehabilitation becomes necessary, full 
mouth reconstruction will be more frequently indicated, and edentulous- 
ness may be postponed for many years, perhaps an entire lifetime.” 


In summary, our analysis of the future supply of dentists has focussed 
on certain important features. We estimate that with an orderly growth in 
capacity our supply of dentists would rise to 7,157 in 1971, 10,294 in 1981, 
and 14,420 in 1991. This growth would require an expansion of present 
dental school facilities to produce 3,750 dental graduates by 1991, plus four 
new dental schools producing a further 2,194 dental graduates by 1991. This 
growth in capacity will require 1,015 teachers by 1986 which is 624 more 
than the 1961 figure. 

Very few immigrant dentists are licensed to practise in Canada. Only 
45 are listed in the Directory of the Canadian Dental Association. If licensing 
regulations are less restrictive we believe more overseas dentists would seek 
to immigrate to Canada. 

In any future expansion of dental services we believe that children 
should be the first to benefit. The shortage of dentists requires a programme 
for the training of auxiliary dental personnel to provide much of the additional 
dental care. The final responsibility for this care would remain with the 
dentists. We estimate that 1,000 auxiliaries could be trained in each of the 
first four years of the programme and 1,500 annually thereafter. 


FUTURE SUPPLY OF NURSES 


As we have described in Chapter 7, it is very difficult to measure 
the supply of nurses at any moment of time and to measure changes in this 
supply over a period of time. Available data indicate that there has been a 
substantial increase in the number of registered nurses in the population as 
well as in the number of registered nurses actually emp!oyed, but they are 
not sufficiently complete to produce a reliable projection of the future supply 
of nurses. Without more comprehensive data on the attrition rate due to 
factors such as marriage, emigration, retirement, and death and the number 
of married nurses that return to work after their children grow up, projec- 
tions can be no more than an indicator, although a useful indicator, of 
the future trend in supply. 


1Pelton, Walter J., and Bothwell, Ruth D., “The Need and Demand for Dental Care’’, 
Michigan Study, op. cit., p. 13, as quoted by McFarlane, B., op. cit., Chapter 4. 
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Before we present our projection it is necessary to examine the 
recruitment of nurses, future changes in the education of nurses and their 
relationship to the quality of nursing care since these will affect the quantity 
and quality of nursing skills that will be available to care for the needs of 
Canadians. 


Recruitment of Nurses 


What girls choose nursing as a career? By what processes do girls 
choose this profession? What effects do schools of nursing have on the 
number and type of girls who follow this career? If we can answer these 
questions we will have some indication of the ways in which the supply of 
nurses can be increased. 

According to the findings of a study undertaken for the Commission 
those girls who are most likely to choose nursing as a career have been 
described in these terms: 


“Specifically, the girl who is most apt to choose nursing is one who comes 
from a middle class family, in a medium size town, who has average high 
school grades, who want a job which is appropriate to her abilities and 
which offers security . . . , who sees herself as being somewhat more 
competent than most other girls, and who has received parental encourage- 
ment for the choice of nursing. The two characteristics which set her apart 
from the majority of other girls are: (1) that she places considerably more 
emphasis than most other girls on having an occupation which is important 
to society and which helps people in need, and (2) that she sees herself as 
having the ability to exercise self-control in emotionally upsetting 
situations.””* 


Most girls who eventually become nurses usually make their choice 
of a career before reaching the age of thirteen. Their interest in this type 
of career is often stimulated by relatives who are nurses and their subsequent 
decision to become a nurse receives strong parental approval.” 

Recruitment programmes organized by schools of nursing appear to 
have relatively little effect on the number of girls applying for admission 
to these schools. Apparently most of the larger schools do not actively seek 
applicants because a sufficient number apply to fill the available places. 
The recruitment programmes of smaller schools of nursing appear to have 
limited effect. Two-thirds of the girls who attend these programmes decide 
not to become nurses.* Although the number of girls who are stimulated 
by this means to become nurses is relatively small, there appears to be a 


1 Robson, R., Sociological Factors Affecting Recruitment into the Nursing Profession, a 
study prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, 
Chapter IX. 

2 Thid. 

3 Thid. 
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significant number who have positive attitudes towards such a career, 
but who, nevertheless, do not become nurses. 


“First, generally speaking, girls’ attitudes towards the nursing profession are 
quite favourable; 9% had chosen nursing as a career and were definite in 
this decision, for another 12% nursing was their first choice, although they 
were also considering other occupations; a further 11% of the girls 
indicated a different occupation as their first choice, but were considering 
nursing as an alternative, and another 25% were not considering nursing 
at all but said that they would like to become nurses. Thus a total of about 
57% of the girls in our sample had favourable attitudes, while 43% said 
they had never considered nursing and would not like this occupation. 
Since our sample did not include girls who had already left school in their © 
junior matriculation year, the 57% with favourable attitudes is somewhat 
higher than we would find in a completely representative sample but even 
SO, we suspect that the true figure would be about 50% or slightly lower, 
which still represents a considerably higher proportion than the number 
who actually go into nursing.” 


Why do these girls who form this potential reservoir of nurses decide 
not to enter the profession? Evidently some feel that the educational period 
required is too long and too difficult while others see the unpleasant duties 
associated with caring for patients, the irregular hours, and the discipline 
associated with nursing as negative features which outweigh the more positive 
ones. 

Our studies show there is a significant proportion of girls who have 
the characteristics which are appropriate to a nursing career (in the sense 
that they have characteristics which are similar to those possessed by girls 
who choose a nursing career), but who, nevertheless, choose another occu- 
pation. The occupations which these girls choose are as follows:? 


Per cent Choosing 
Each Occupation 


sPerapistSei ee peat see ee er eee yee ee 6 
Vaboratorvyeandex-ray. Veciinicians se 7 
Practica IN Ursin Oitmaa es tte eee ae ret ere 8 
SOCIAL WOLK 6 vet sere ere etn Ree eee ice eit hh ae 9 
IVIISSIONALY eet te ce en ie ee eee 2 
School ml eacher teacu mint en te. etre pe eee, Sone eee 30 
SECTELALI ALE VW OLK oe tic tee, cents eee hy na ae te oer oe 10 
AIT C MOLE W ALCCSS mits oat ae ee eee cay ee eee 3 
SALES REGIST K See eer rave ata a ee outa hk tee ee eee 1 
Dy DIStran Gs ice: let KGa eee eee ee 4 
Others eet ee erence ee eae ee ee ee eee 20 

100 


1 [bid. 
? Tbid. 
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The significant feature of this tabulation is that 21 per cent of these 
girls choose occupations in the health services field. Evidently these and 
similar occupations will compete with nursing for the available recruits. 


Education and the Quality of Nursing Care 


There is a definite relationship between the education of the nurse 
and the quality of nursing care. Nurses are the first to recognize this. In 
recent years the Canadian Nurses’ Association has turned a critical eye on 
the field of nursing education in an effort to ensure that the tradition of 
quality which is characteristic of the nursing profession in Canada is main- 
tained. These critical appraisals have resulted in an increasing concern on 
the part of the professional nursing associations about the present organ- 
ization of nursing education. 

Today hospitals are constantly pressed to provide service to a 
population increasingly aware of the health benefit of hospital care. This has 
tended to make the services of the student nurse essential for the continued 
- operation of the hospital. The teaching function of the hospital school of 
nursing has assumed less importance and as a result nursing education pro- 
grammes have suffered. Furthermore, since the nursing curriculum has had 
to include knowledge of rapid advances in medical technology, and the 
student nurse has had to provide service in order to repay the hospital for 
the education which its nursing school has provided, the period required 
for the student to complete her education has gradually increased to three 
years. 

Criticism of this system of education is of long standing. We have 
already referred to Weir’s recommendations stemming from his study of 
nursing in 19321 which if implemented would have placed nursing educa- 
tion under the control of educational authorities. Such an arrangement may 
be feasible, but the past thirty years have tended to strengthen the hospital’s 
financial and administrative control over nursing education. The debate 
continues. National and provincial associations are still pressing for an 
improvement in the educational preparation of the nurse. 


“<The preparation of the nurse should be an educational experience and 
the method by which this can best be achieved is through a school 


9 992 


which plans and controls the complete experience of the student’. 


Today most hospital schools remain under the administrative con- 
trol of the hospital. The main weakness of this arrangement is that in the 
student’s programme the emphasis is on the service she provides rather 


4See Chapter 7. 
? Canadian Nurses’ Association, Policies Regarding Nursing Service and Nursing Educa- 
tion, Ottawa: The Association, Revised, 1958. 


580 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


than on the education she should receive. The time lag between classroom 
instruction and clinical experience is hardly conducive to effective learning 
by the nurse. The situation is further aggravated when some students receive 
clinical experience before the classroom instruction. In addition, almost 69 
per cent of formal instruction is given in the first year of the student’s 
programme.’ 

In many hospital schools there is a lack of supervision of students 
during their clinical experience. While this may stimulate the student to learn 
quickly, it does not contribute to a high standard of patient care. Both the 
patient and the student are affected adversely. 

An additional obstacle to a sound educational programme for nurs- 
ing students is the inadequate academic standing of the majority of the 
hospital school teaching personnel. We have noted in Chapter 7, that over 
70 per cent of the instructors in hospital schools do not have a B.Sc., or 
higher degree in nursing, or what should be considered as the minimum 
qualifications for such positions. Even in the university schools of nursing 
58 per cent of the full-time instructors do not hold even the baccalaureate 
degree. This situation in the hospital schools is aggravated by the rapid 
turn-over of teaching staff. Only 21 per cent have held their present posi- 
tions for more than three years.’ 

The inadequate academic standing and the rapid turn-over of 
teaching staff in hospital schools of nursing is related, in part at least, to 
their low salaries which are considerably below those paid to other teachers 
at the post high school level.’ 


“The salary differential provides little incentive for nurses to prepare for 
instructional positions. It would take more than ten years for them to 
make sufficient money to attend university, not to mention the loss of 
salary. Salaries are too low to permit savings to finance these courses, and 
grants through government and other sources are very limited. 64 applica- 
tions were received in the CNA National Office for one $1,200 scholarship 
from prospective teachers for the coming university year, who appeared 
in considerable need of assistance.’* 


These weaknesses of the present educational programmes of hospital 
schools of nursing can have an adverse effect on the quality of nursing 
service. That this is in fact the case has been documented in our studies® 
which show that the complexities of modern patient care require a highly 
skilled nurse. 


* Mussallem, H. K., Nursing Education in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter VII. 

2 Thid. 

3 Thid. 

4 Tbid, 

° Uprichard, M., Utilization of Nurses in Canada, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964. 
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A number of studies already completed or now underway provide 
evidence of the concern of nursing leaders in Canada with the role of the 
nurse and her educational preparation. 

In 1948 the Canadian Nurses’ Association with financial assistance 
from the Canadian Red Cross initiated an experiment in nursing education at 
the Metropolitan School of Nursing in Windsor, Ontario. This experimental 
programme known as the Demonstration School had as its objectives: 


“(a) to establish nursing schools as educational institutions, separate entities in 
their own right. 


“(b) to demonstrate, if possible, that a skilled clinical nurse can be prepared 
in a period shorter than three years, once the school is given control of the 
use of the students’ time. The hope is that a period of two years (or slightly 
more) would suffice.’ 


Dr. A. R. Lord in his evaluation of the Metropolitan Demonstration Training 
School of Nursing concluded: 


“The average graduate of the Demonstration School compared with the 
average graduate of the three-year ‘Control’ school appears to be: 


(a) at least as well-prepared for basic bedside nursing; 
(b) better prepared for Tuberculosis nursing; 


(c) better prepared for Psychiatric nursing; and to use the principles of 
Mental Health with all patients.” 


Dr. Lord further stated: 


“The conclusion is inescapable. When the school has complete control of 
students, nurses can be trained at least as satisfactorily in two years as in 
three, and under better conditions, but the training must be paid for in 
money instead of in services. Few students can afford substantial fees nor 
can the hospital pass on such additional costs to the ‘paying patient.’ Some 
new source of revenue is the only solution.” 


Eight years elapsed before an attempt was made to apply the theory 
of education used by the Demonstration School. In 1960, the Nightingale 
School of Nursing, Toronto, initiated a two-year programme using the prin- 
ciples which evolved from the Metropolitan School of Nursing. 

Another experiment is being undertaken at the Regina Grey Nuns’ 
Hospital School of Nursing in Saskatchewan. With a grant from the Provin- 
cial government, a two-year experimental programme was developed admit- 
ting its first class in the fall of 1962. From the regular class admitted to the 
three-year traditional programme, twenty students were channeled into the 


1 Report of Committee of Canadian Red Cross Society, November 4, 1946, as quoted 
in Lord, A. R., Report of the Evaluation of the Metropolitan School of Nursing, Windsor, 
Ontario, published by The Canadian Nurses’ Association, 1952, p. 7. 

2? Lord, A. R., op. cit., pp. 53 and 54. 
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shortened two-year programme, and a further twenty students were selected 
from the remaining members of the class to act as a control group. All 
students in the experimental and control groups were selected through the use 
of psychological tests. This experimental programme will be evaluated in 
LOO Dh 

The Registered Nurses’ Association of Ontario has recently approved 
the development of a diploma programme in nursing at the Ryerson Poly- 
technical Institute of Toronto. Prior to establishment of this programme, an 
exploration was made of the facilities at the Institute. This programme is 
planned for post high school students, and is of three academic years’ 
duration. When established, it will be the first diploma school of nursing 
conducted within the general education system of a province. Graduates of 
this programme will be eligible to write nurse registration examinations in the 
Province of Ontario. 

Our studies indicate that two categories of registered nurses are 
required: one a graduate of a university school of nursing, and the other a 
graduate of a hospital school of nursing or of another post high school type 
of school of nursing—a diploma nurse. These would follow the existing 
educational patterns, but the control of the educational programme for the 
diploma graduate, the time required to complete it, and the content of the pro- 
gramme would be changed.” 

As we noted in Chapter 7, the university schools of nursing offer 
three types of programmes: 


1. A certificate course to graduates of hospital schools of nursing in: 
(a) nursing education 
(b) nursing service 
(c) public health 
(d) special clinical areas 


2. A degree course 
(a) post-basic 
(b) basic 


3. A graduate degree course 


The responsibilities of the university graduate nurse would require 
as a minimum the educational programme appropriate to the degree course 
offered by a university school of nursing which now requires four years 
to complete. Seven university schools of nursing offer this course as an 


*“Regina Grey Nuns’ selects second 2-year class”, Hospital Administration in Canada, 
January 1964, p. 13. 
? Mussallem, H. K., op. cit., Chapter VII. 


PERSONNEL 583 


integrated programme. In these schools the faculty plans and assumes 
responsibility for the entire course. Theory, clinical experience, and super- 
vised practice are planned in co-operation with hospitals and other com- 
munity health agencies. 

A number of nurses now complete an educational programme at 
a hospital school of nursing and then decide to complete the additional 
requirement for the degree course. 

A serious problem emerges when one examines the affiliation 
arrangements between university schools of nursing and hospital schools. 
In eight of the universities in Canada which grant degrees in nursing, 
only the first and last years of the degree programme are planned and 
controlled by the university granting the degree. In other words, these 
universities are awarding degrees to students regardless of the fact that 
they may not set the standards which the students must meet for a significant 
part of the degree programme. 


“The soundness of putting a layer of academic subjects over a technical 
orientation to the major field is questioned, as is the credit value granted 
for courses obtained in a service-centred agency over which the university 
has had no control. True, there are some students who have demonstrated 
that this type of educational programme has provided them with a great 
breadth of understanding of nursing and the world about them. But the 
fundamental issue still remains. Is this sound practice in professional educa- 
tion, and should it be perpetuated?” 


Post-graduate degrees in nursing are presently offered by only two 
Canadian universities, McGill University, and the University of Western 
Ontario. Beginning in September 1964, the université de Montréal will 
offer a programme to college graduates. The slow growth of graduate 
programmes in this field is due partly to the lack of faculty-trained nurses 
with a graduate degree to provide the necessary teaching and research, 
and partly to the lack of sound undergraduate degree programmes from 
which post-graduate students could be drawn. The need for graduate train- 
ing is obvious when one examines the low academic level of the faculty 
in university and hospital schools of nursing referred to in Chapter 7. 
Furthermore, with the expanding administrative responsibilities of a certain 
proportion of university-trained nurses, the growing importance of a number 
of clinical specialties in nursing, the increasing pressure for research in 
the field of nursing, and the emergence of the nurse as a consultant in the 
increasingly complex field of health care, the need for a larger number 
of nurses with post-graduate degrees seem obvious. 


1 Mussallem, H. K., op. cit., Chapter IV. 
2 [bid. 
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The diploma nurse could be trained in an educational programme 
similar to that now provided for student nurses in hospital schools of 
nursing, but without the weaknesses which affect the quality of nursing 
care to which we have already referred. The education of the diploma nurse 
would be the responsibility of the Director of Nursing Education who would 
be directly responsible to the hospital board or its representatives. The 
student nurse would not be required to provide nursing service although 
in her clinical training in hospital wards and departments a certain amount 
of service would be a secondary result of her clinical experience. Obviously, 
if the student nurse is not to provide service to pay for her training, the 
hospital would have to be reimbursed for the use of its facilities, and the 
cost of the educational programme would have to be met, in part at least, 
from student fees. However the length of time required to complete the 
educational programme should be shortened from three to two years because 
the service element in the programme would be largely eliminated. 

There are two other types of nursing personnel to which we have 
referred: the psychiatric nurse, and the nursing assistant. As noted in Chap- 
ter 7, the psychiatric nurse programmes in the four western provinces were 
instituted to meet the demand for qualified attendants to care for the mentally 
ill. But, as noted in Chapter 8, the emerging patterns of care for the various 
types of psychiatric patients will require the large mental hospital in which 
the psychiatric nurse is located to assume much less importance in the future 
than it has in the past. 

As we shall show in Chapter 14 the future organization of the care of 
the psychiatric patient could follow a pattern in which the majority of 
patients are cared for in psychiatric units of general hospitals, with a 
residue of chronic long-term psychotic patients remaining in small regional 
hospitals or other long-term facilities. If a programme such as recommended 
in Chapter 2 is imp!emented,! in time the need for the psychiatric nurse 
would disappear in the western provinces. Since the majority of institutional- 
ized patients would be cared for in psychiatric units of general hospitals, 
they would be cared for by the hospital nursing staff. The present psychiatric 
nurses could be absorbed gradually into the ranks of the diploma nurses after 
a short training period and a qualifying examination. The present training 
programme for psychiatric nurses provides the basis for this additional 
training. 

Much of the work of the nursing team is today performed by the 
nursing assistant who, in most cases, receives a limited formal course that 
varies from school to school from 10 to 18 months’ duration. We foresee a 
continuation of this category of nursing service. We believe that in view of 
the reduction of the training of the diploma nurse to two years, the formal 


1See Chapter 2, Recommendations 13 to 20. 
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training period of the nursing assistant must be shortened. Ultimately, 
perhaps, many will be trained on the job. 

Our chief objective in this reorganization of nursing personnel is to 
reinforce the role of the diploma nurse in her desire to fulfil her historical 
role by concentrating on bedside nursing care. Only in this way do we fore- 
see an improvement in the quality of patient care. We expect that since 
a large proportion of those now entering the nursing assistants programmes 
have an educational standard above the required minimum for this pro- 
gramme, many of these girls would consider a career as a diploma nurse 
as a preferred alternative, particularly when the course is shortened to two 
years. 


Changes in Nursing Education and the Future Supply of Nurses 


The question arises, would there be a sufficient number of nurses 
available if the foregoing change in nursing education were adopted? In 
the short-run, the reduction in the amount of service rendered by student 
nurses would require an increased supply of the services of registered nurses 
and nursing assistants. In view of the shortages which exist in some areas 
it would be difficult to provide this increased supply. All changeovers, how- 
ever, imply difficulties in the transitional stages, and in the long run the 
supply of diploma nurses would be increased since these nurses would 
graduate in two years instead of three, and one-third more nurses could 
be trained with the same facilities. For some time to come, a major shortage 
of instructional personnel both at the university level and the hospital 
school level will limit the adoption of new educational programmes. 

It cannot be emphasized too strongly that a major effort must be 
made by governments, hospitals, the health professions and the public if 
the education of nurses is to be integrated with higher education in general 
and the quality of their education improved. Our studies indicate that 
graduates of university schools of nursing should make up one-quarter of 
the total emploved nursing force.* Today the ratio is far below this level 
and little progress has been made to achieving it. For example, in 1961, 
1,547 university trained nurses should have graduated if a ratio of 1 out 
of 4 were being maintained. In fact, only 184 nurses were graduated from 
university schoo!s of nursing in that year. The magnitude of the problem is 
apparent. Its solution is a matter of time and resolve to do something about 
it. In order to encourage young women to become nursing teachers and 
administrators, financial assistance and other incentives such as incomes 
corresponding to the responsibilities assumed are required. 


1Committee for Survey of Hospital Needs, Education and the Provision of Personnel, 
Toronto: The Committee, 1963. 
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As we have noted previously in this chapter expected income is a 
factor which has significant implications for recruitment to any profession. 
Table 13-26 shows that in 1962 the median annual salary of the staff nurse 
in hospitals compares unfavourably with the salary of ten other types of 
hospital technical occupations having a high proportion of females. In fact, 
only two other occupations, the junior laboratory technician and the junior 
radiological technician, have a lower median annual salary. Furthermore, 
the rate of salary increase of staff nurses, when computed on the basis of 
the median annual salary, shows a smaller increase than five other occupa- 
tions. There can be little doubt that comparatively low incomes place the 
nursing profession in an unfavourable position in the competition for 
recruits. This evidence demonstrates the necessity to offer the nursing profes- 
sion salaries commensurate with the responsibilities they carry. Nor should 
it be forgotten that the married non-practising nurse provides a potential 
supply of professional service if employment is sufficiently attractive. 


How Many Nurses? 


On the evidence presented to us there is, at present, a shortage of 
nurses in some communities. For example an examination of the adequacy 
of the number of practising nurses available in the Metropolitan Toronto 
area showed that “there was a shortage of 680 graduate nurses in the short 
stay hospitals”. This was equivalent to 19 per cent of the total number of 
nurses employed, or 3,595.7 In addition, as the Canadian population grows, 
the existing supply must be expanded to meet its needs. 

Our analysis of the present nursing education system, its relationship 
to the quality of nursing care, and the possible future changes in the prep- 
aration of the nurse, along with the limitations of the historical data and 
the time required to implement the recommendations of this Commission 
makes any projection of the future supply of nurses a hazardous venture. 
We have, however, attempted to estimate the possible need for nurses in 
the various areas of service in the near future taking into account at least 
two possible future changes, the re-organization of mental health services, 
and the decline in the number of patients in tuberculosis sanatoria.* No data 
are available at present which would allow us to estimate the effect of other 
changes in health care such as the growth of group practice and home care 


1See Chapter 2, Recommendation 128. 

2 Committee for the Survey of Hospital Needs, Education and the Provision of Personnel, 
Toronto: The Committee, 1963, Part Sixteen, p. 14. Shortages were also noted in the following 
reports: Manitoba Hospital Survey Board Report, Hospital Personnel, Winnipeg: 1963, p. 49. 
School of Nursing, University of Manitoba, brief to the Manitoba Hospital Survey Board, 
Winnipeg, 1962. The Registered Nurses’ Association of Nova Scotia, brief to the Royal Com- 
mission on Health Services, Halifax, 1961. Registered Nurses’ Association of British Columbia, 
brief submitted to the Royal Commission on Health Services, Vancouver, April 1962. 

3 These changes are discussed in Chapters 7 and 14. 
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programmes. Our projections in this area have been limited to the year 1971 
and make no distinction between diploma nurses and university graduates. 

As an indicator of the need for nurses in various fields of service in 
institutions such as public general and allied special, mental, tuberculosis 
and other hospitals, the population-nurse ratio involves a good deal of over- 
simplification. Instead we have estimated what the ratio of nursing days to 
patient-days was in 1961 in the following areas: public general and allied 
special hospitals, mental hospitals, tuberculosis hospitals and other (private 
and federal) hospitals.? 

Two projections of nursing care were then made, one assuming no 
change in the present trend of treatment for the mentally ill and one 
assuming a more rapid transfer of patients with mental illness to active treat- 
ment hospitals. Table 13-27 indicates the estimated need for nurses under 
our first assumption. Multiplying the number of projected days of hospital 
care? as shown in Table 14-2, and assuming that the amount of nursing care 
provided is maintained at the level existing in 1961, it is estimated that 
the number of nurses in public general and allied special hospitals might 
increase from 36,583 in 1961 to 48,081 in 1971. Nurses in mental institu- 
tions would increase from 4,200 to about 5,000 while the number in tuber- 
culosis sanatoria would fall from 1,157 to 545. The number of nurses in 
other hospitals is also projected to decline slightly from 3,100 to 2,984. 

The number of nurses required in areas such as public health, private 
duty, physicians’ offices, nursing administration and industrial health has 
been projected on the basis of limited historical data and can only be 
considered an approximation. The total number of nurses in this area is 
projected to increase from 15,754 in 1961 to 22,252 in 1971. 

From 1961 to 1971 it is projected that the total number of nurses 
should increase from 60,854 to 78,868. This is the equivalent of a net 
increase of about 18,000 nurses or an annual rate of increase of about 
1,800 by 1966 and 1,940 by 1971. 

If the changes in the mental health survices programme to which 
we have briefly referred in this chapter and which are further discussed in 
Chapters 8 and 14, are introduced, they will require an increase in the 
amount of nursing service provided to a segment of the population of 
psychiatric patients. We assume that patients treated in the psychiatric units 
of general hospitals will receive the same amount and concentration of 
nursing care as is provided for other patients in public general and allied 


1The estimate was prepared on the assumption that two part-time nurses were the 
equivalent of one full-time nurse and that each nurse worked the equivalent of 235 days a 
year. Multiplying the number of full-time equivalent nurses by the number of days and dividing 
this by the number of patient-days yield the nurse day-patient day ratio. 

2 Patient-days relate to adult and child patient-days only. If the projected days of new- 
born care were included it would not affect the projection by a significant amount. 
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special hospitals. Those patients in mental hospitals will continue to receive 
the same kind of nursing treatment as is currently provided. By increasing 
the number of patients (number of patient-days) receiving the more inten- 
sive care provided in the psychiatric units, the number of nurses required 
will rise even though the absolute number of patient-days declines. The 
effect on the demand for nurses of these changes is indicated in Table 
13-28. By 1971 an additional 1,724 nurses are required over and above 
those necessary to meet the previous projection. 

In order to present a range of estimates an additional projection of 
need was made based on the assumption that the improvement in the 
amount of registered nursing care provided in public general and allied 
special hospitals which has characterized the post-war period will continue 
in the next decade.t Table 13-28 indicates the number of nurses required 
with this assumption. The number of nurses needed now rises to 99,230 by 
1971, an increase of almost 40,000 over the decade; while the annual net 
increment needed by 1971 is 4,469, more than double that required by 
Projection 1. With changes in the treatment of the mentally ill, the additional 
number of nurses required would be over 42,000 and the annual net 
increment would be 5,165. 

In view of the trends in the supply of nurses that have operated in 
the post-war period, what is the likelihood of meeting this demand? 

Since we do not know the annual attrition rate due to emigration, 
death, retirement or marriage nor the inflow of married nurses back into 
the profession, projecting the supply of nurses yields only an approximate 
estimate of total supply. On the other hand changes in the nature of nurs- 
ing education, particularly changes in the length and requirements of degree 
and diploma courses make the projection of existing trends somewhat doubt- 
ful. However, if we assume that the current trends in nursing education do 
not change drastically down to 1971, and that the profession remains attrac- 
tive to a sufficient number of girls 18 years of age to enrol in schools of 
nursing Or university nursing programmes, we project that the annual 
increment of new graduates, as shown in Table 13-28, will rise to 7,342 by 
1966 and to 8,586 by 1971. This projection is consistent with the projected 
growth of hospitals and nursing education faculties in universities. 

The number of nurses gained annually through immigration is pro- 
jected at around the 1960 level of about 1,300.2 Adding projected new 
graduates and immigrant nurses, it is estimated that the gross addition to 


1The ratio of nurse-day to patient-day can also be expressed as its reciprocal; that is 
the average number of patients per nurse on any one day. In Projection 1 the ratio in public 
general and allied special was projected at 3.56 down to 1971. In Projection 2 this ratio is 
projected to decline to 3.0 in 1966 and to 2.5 in 1971. No adjustment has been made to the 
ratios in other areas. 
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the number of nurses from these sources would amount to 8,642 in 1966 
and 9,886 in 1971, compared with 7,296 in 1961. 

On the basis of the estimated need for nurses and additions to the 
supply, we can now arrive at some estimate of the relationship between 
demand and supply. On the basis of Projection 1 and no change in the 
trend of mental health care, Table 13-28 indicates that by 1971 projected 
supply would exceed projected demand by 7,948 nurses which would then 
be available along with nurses who return to the practice of their profession, 
to meet the drain of nurses who migrate to the United States or other 
countries, marry and temporarily leave the profession, retire or die. Com- 
pared with the projected total number of nurses in 1971, this is the equiv- 
alent of an attrition rate of 10 per cent. On the basis of Projection 2, the 
excess of supply over demand is 5,437 in 1971 and the estimated attrition 
rate is 5.48 per cent. With changes in the mental health programme, the 
projected excess of supply in 1971 varies between 7,644 and 4,721, while 
the attrition rate varies between 9.48 and 4.58 per cent. 

On the basis of this evidence it is likely that the supply of nurses 
will be sufficient to match the demand on a national basis*—at least up to 
1971. Even with a high projection of the trend rate of growth of demand 
for professional nurses, the projected supply still permits nearly a 5 per cent 
attrition rate; a slower growth in the net supply of nurses would almost 
certainly be associated with a fall in the amount of professional nursing 
service rendered each patient thus permitting a higher attrition rate. 


CONCLUSION 


If the level of health services is to be maintained at that existing in 
1961 as well as improved both in quantity and quality over the period 1961- 
1991, it is evident that the supply of qualified health personnel must con- 
tinue to expand. 

The magnitude of the task is evident from the increased number of 
all health professionals and other personnel that our projections indicate 
will be needed both over the decade 1961-71 and the period 1961-1991. 
The supply of physicians, as indicated in Table 13-29 must increase at a 
rapid rate. To produce even the small improvement in the population- 
physician ratio that we have projected over the decade 1961-1971, the 
number of physicians must increase by 5,344, while the gross increment, 





1The excess supply of demand would be reduced to the extent that nurses are employed 
on a part-time basis as more nurses would be required to match the need projected for full-time 
equivalents. 

2 This does not preclude the existence of regional shortages as noted in Chapter 7. 
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TABLE 13-29 PROJECTED SUPPLY OF PHYSICIANS AND DENTISTS AND 
POPULATION PER PHYSICIAN AND DENTIST RATIOS, CANADA, 
SELECTED YEARS 1961-1991. 











Physicians Dentists 
Year —_ 
Population- Population- 
Number Physician Number Dentist 
Ratio Ratio 
LOBE SS See ee ee 21,290 857 5,868 3,108 
“Oa I ee ae eee ee 23,708 856 6,386 3,179 
We free ee ed 26,634 848 TST 3,156 
ena e: Lkve reheat 8 Yt 29 , 883 844 8,592 2,936 
SS RS aie ae oe 33', 50) 842 10,294 2,744 
SPS gal Pea ee ae 37,053 851 12,188 2,589 
SSA A? | lpia Cs a Re ae 40,643 864 14,420 2,435 





Source: Tables 13-3, 13-12. 


that is the number needed to increase the supply as well as to replace those 
lost to the profession through emigration, retirement and other causes, is of 
the order of 7,100. With the growth of population projected for the decade 
of the seventies, the net addition to the supply must be of the order of 6,900 
while between 1981 and 1991 the net increment needed is over 7,100. 

In view of the difficulty in expanding the supply of dentists in the 
short run, the 1,290 net increase in supply projected for the decade 1961-71 
is not even sufficient to maintain the population-dentist ratio at its present 
level. Again additional personnel must be found to offset the attrition through 
time and emigration, and the gross increment over this decade is projected 
at about 2,130. To produce an improvement in the population-dentist ratio, 
as indicated in Table 13-11, it will be necessary almost to double the net 
increase in supply over the decade 1971-81 to 3,100 dentists while for the 
period 1981-1991 the additional number of dentists required amounts to 
around 4,100. 

Between 1961 and 1971 alone the supply of qualified nurses must 
increase by over 20,000 if present standards are maintained and could amount 
to nearly 42,000 if improved standards of patient care are provided. At 
the same time the supply of university trained nurses must expand rapidly 
from its present low level if the quality of nursing education and nursing care 
is to be maintained and improved. To meet even minimum standards it would 
be necessary to expand the annual output of university nursing graduates 
from the 1961 level of 1,114 to many times this figure by 1971 to approach 
what has been presented to us as a desirable ratio of one university trained 
nurse to three diploma nurses. 
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What is true for physicians, dentists and nurses, is also true for 
dental auxiliaries. In order to implement our recommended children’s dental 
programme by 1968 we must produce at least 1,000 dental auxiliaries by 
that year and have available some 10,350 by 1976. 

The achievement of these goals, while maintaining and improving 
the quality of professional personnel will require a determined effort by 
the professions, the public and governments. To increase the supply of pro- 
fessional personnel we have recommended that educational facilities be 
expanded and financial aid be provided for the support of higher education 
in the health professions. The relevant recommendations are outlined in 
Chapter 2! and the reasons for them in Chapter 13 above. The cost of im- 
plementing such recommendations appears in Chapter 20. 


1See Chapter 2. Recommendations 124 to 174. 
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Hospitals 


In this chapter we are primarily interested in assessing our past experience 

in the utilization and growth of hospital facilities as a basis for estimates 

of our future requirements for these facilities. Other health facilities, such 

as educational and training institutions, and dental clinics are discussed in 
Chapter 13. 


HOSPITAL CARE 


How many hospital beds will be needed in the future is a question 
which is difficult to answer given the rapid changes that have occurred and 
still are occurring in the provision of hospital services. Advances in diagnos- 
tic and therapeutic techniques involve new demands for hospital care and 
new construction, an array of new and expensive equipment, and an increase 
in the quality and quantity of hospital personnel. 

In Chapter 8 we have outlined the changes in the utilization of 
hospitals and indicated the rise in days of care per 1,000 persons, particu- 
larly in general hospitals. In Chapter 11 we have shown that per capita 
expenditures on hospital services had risen from $5.50 in 1926 to $50.65 
in 1961. In constant (1957) dollars, or volume of consumption, this repre- 
sents a rise from $17.95 to $48.84. Of vital concern to the Commission is 
the future rate of growth of hospital utilization both because it influences the 
demand for personnel as well as the cost of health services.1 In this chapter 
we outline the factors that may affect the use of hospitals in the future. 
In view of the rapid changes that are at present underway, we have not 
extended our projections beyond the year 1971. 

Further, we have not attempted to present a detailed classification 
for acute hospital beds, chronic hospital beds, psychiatric beds etc. This is 
in accord with our view that hospital care should be provided, where pos- 
sible, in hospital centres rather than in isolated or segregated institutions. 
But it is also in accord with the present situation where long-stay patients, 





4 See Chapters 11, 13 and 20. 
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psychiatric patients and tuberculous patients are found in public general 
hospitals. Our classification therefore combines general and allied special 
hospitals, which covers public, private and federal hospitals providing active 
treatment, and chronic and convalescent hospital care, along with psychiatric 
care and tuberculosis care provided in special units attached to general 
hospitals, mental hospitals and tuberculosis hospitals. 


FUTURE UTILIZATION RATES 


In estimating future utilization rates and hence bed requirements 
of hospitals, the various factors and alternative services mentioned in the 
foregoing pages should be taken into account. The development and increas- 
ing use of alternative services such as out-patient clinics and organized 
home care programmes are bound to have some effect on the future demand 
for hospital facilities. But these, as well as changing patterns in psychiatric 
care, rehabilitation, medical group practice, medical and out-patient care 
insurance, have not been sufficiently evaluated to permit the measurement 
of their impact on the hospital. Home care is expected to relieve the pressure 
on hospital beds to some extent, and rehabilitation may remove some patients 
from long-stay beds but bring others to the hospital for active rehabilitation 
care. The lack of information on these various programmes is due partly to 
their comparatively recent origin, and their still largely experimental state.1 
New treatment methods of the future are, of course, unpredictable but they 
may work either way. For example, new forms of drug therapy may enable 
some patients to be treated at home, but new equipment or treatment methods 
may require that the patient be treated in hospital. Thus, we cannot predict 
what the future need or demand for hospital beds will be, although we can 
make projections for a limited period based on certain assumptions. 

Generally speaking, we assume that any reorganization of health 
services (e.g., development of home care programmes, new patterns of 
psychiatric care, new treatment methods) will proceed gradually so that 
their full effect will not be felt in the period covered by most of our projec- 
tions. We consider this to be a realistic compromise between what one 
might like to see achieved on the one hand, and what is likely to be imple- 
mented on the other. 

The many factors noted above affecting the planning as well as the 
operation of hospitals render projections more subject to error the more 
detail one attempts to incorporate. It is for this reason we have avoided 
regional or provincial projections. Estimating the hospital requirements for 


*Home care programmes and rehabilitation care are discussed in more detail in — 
Chapter 15. 
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a particular area is a far more complex task. Differences between provinces 
exist and will continue to exist although the continuing effort to promote 
more uniform standards of care will have a levelling effect. For much the 
same reasons we have avoided a detailed projection of types of hospital. 
Although we apply our assumptions to the basic traditional types of institu- 
tions (i.e., general, mental, and tuberculosis hospitals) the emphasis’ is on 
the total future hospital beds. As we have indicated the trend towards inte- 
gration of mental and tuberculosis care into the general health services 
is strongly reflected in the hospital field. Other changing patterns in hos- 
pitalization have, in some instances, opposite tendencies. An example is the 
separation of chronic patients in chronic hospitals and nursing homes on the 
one hand, and the provision to some of these patients of active rehabilitation 
services on the other. The future effect of such trends is difficult to foresee 
_in quantitative terms, but here again the over-all impact on the total supply 
of hospital beds will be minimized. 

The projections are outlined below but they must be periodically 
reviewed in order to ensure that the supply of hospital beds is in accord 
with population growth and changes in medical care. 


General and Allied Special Hospitals 


From Table 14-1 it can be seen that between 1948 and 1961 the 
average length of stay in general and allied special hospitals‘ remained 
fairly constant at around 10 days for Canada, but that the days of care 
per thousand population increased by 360 days, or just over 27 per cent, 
during the same period. This table indicates that the utilization rate of 
general and allied special hospitals,? expressed as the number of admissions 
per 1,000 population, rose from 111 in 1948 to 149 in 1961 or by 34 
per cent. With the introduction of hospital insurance programmes in the 
provinces in 1959 and 1960 we might have expected the admission rate 
to increase rapidly. The Canadian rate had risen substantially between 
1948 and 1956, but between 1957 and 1958 it levelled off. When the 
Hospital Insurance Programme was introduced, admission rates rose but 
slowly, with the increase being most marked in the Atlantic Provinces and 
Quebec. In addition, there was a slight increase in the average length of 
stay of patients in hospital although again this differed between provinces. 

We are basing our projections on the expected utilization of hospitals 
in the period from 1963 to 1971, commencing with the estimated number 


1 Excludes mental institutions and tuberculosis sanatoria but includes public, private, and 
federal acute treatment, chronic, and convalescent and other special hospitals. 

2That is, general, chronic, convalescent, maternity and other (including orthopaedic, 
children’s and isolation) hospitals; excluding mental and tuberculosis institutions and those 
providing custodial or domiciliary care only. See Dominion Bureau of Statistics, Hospital 
Statistics, Vol. I—Hospital Beds, 1959, Ottawa: Queen’s Printer, 1961, p. 11. 
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TABLE 14-1 HOSPITAL UTILIZATION RATES PER GENERAL AND ALLIED 
SPECIAL HOSPITALS, CANADA AND PROVINCES, SELECTED 
YEARS, 1948-1961* 




















Province 1948 1950 1952 1954 1956 1957 1958 B59 1960 1961 





Patient-Days per 1,000 Population 

















Ganada eae, oe ears, Pisses 4lin ele 4ot Wt 5335) tp oGSRiel 50) iu) 57 on mele O24 Oso 1,678 
Newfoundland.................... — — — 15245 1 15259101 52269115279.) 1, 276011 284 tea 
Prince Edward Island........ Pel 0e) 552055) 015317 1153300 c1438 01), 498.1018 554° ty S86 set G2 1,599 
INOV ARS COLic ea eee L093 N81, L0G. )51 5233511, 198 1 1 28 Ie 265 0t 242s sos ede 4s 1,429 
INGGy WATS, scssosbenone ase D299 1 1523471 190 D1 230 1 2801 O92 tal 74a 441 get eo5s 1,675 
OUCH SCHAAR Em Nee cet eo tee 12215270 aA 351) 815406) 1 515438 18463 1 457 eso ete 401 1,536 
Ontario meres pee ee 152825) 1536215154175). 1550481, 1,569 141,576 1 1,566 nl G22 elet or, Ns 7/il7/ 
Manitoba een ee ee 15425 | 15394 11,517 | 1,524 | 1,404 | 1,447 | 1,574 | 1,630 |°1,719 1,767 
Baska chew eee 15820) e271 Oa kie 2115.8 220100 £22120 2320? 30882. 27 aed 2,249 
Alberta yen eee aden nk 15632 1°1,516-) 1,660. | 115803: ) 15914 171, 838-1 15887 11992"), 1974 1,922 
British Columbia................ 1543 el 682. \01774,) VO 80l a Meg 381 12673401, 6405 16308 win eag 1,661 
Yukon and NWT................ 3,314 | 3,896 | 5,414 | 8,088 | 4,850 | 4,602 | 4,301 | 3,390 | 3,028 1,059 
Admissions per 1,000 Population 

Canadaw teers ores 111 119 128 ay 140 140 142 143 145 149 
INewioundlancd se — — — 81 91 97 101 102 105 109 
Prince Edward Island.......... 128 115 126 134 144 143 148 149 155 155 
INGV.a5S CO.Licaleaen aeeper ee ene 103 109 120 125 132 135 135 143 145 143 
New. Bruns wick:,....c-45.0-00 121 131 129 141 145 148 149 156 169 168 
Quebeck eer et rr te 75 83 93 95 108 109 113 115 114 127, 
Ontariogwe: eee 109 114 124 134 140 140 140 140 142 148 
Manito baa eee 126 133 145 142 146 156 164 166 168 166 
Saskatchewan a 172 200 204 202 205 IVS) BAD 210 214 PAO) 
AIDED ta eee ete ease ttre 169 173 187 191 203 195 199 197 196 190 
British Columbia................ 145 152) 164 160 163 155 154 157 163 167 
Yukon and NWT................ 125 86 62 74 140 198 iMesSy/ | et 144 — 








Average Length of Stay of Separations 








Canad 8, cedecren tata ashastaeoats 10.0 oo 10.0 10.1 10.0 9.8 9.8 9.8 Dee) 10.0 
Newioundiandige....5 9. — — —_ 13.4 13.9 WSS TAD 1: Ht A! 1s 
Prince Edward Island.......... 10.4 17.0 10.5 9.6 3S 10.1 10.0 9.8 De il 959 
INOV ai SCO tla wes eei nae 10.0 tS 10.3 926 9.4 Des De 9.4 9.6 9.8 
New Brunswick.................. 99 Da De Sa 323 Sia 7.8 8.4 S70 9.4 
Quebec er... hee 11.5 tick LLS2 ib e@ i 10.7 10.8 10.4 10.0 10.4 
OD AT Os arenes scvater cece: ON fe 10.0 9.8 959 9.8 9.8 Dell DY) LORZ 10.4 
Manitobare naivety 9.4 8.8 S20 8.4 8.6 S23 8.6 8.9 8.8 9.0 
Naskatche walt \.. estes .scts 10.2 10.0 10.3 10.1 10.4 10.0 a9 De} 9.8 932, 
ERIDOECA acerca cnet cst caer D2 8.6 8.9 8.8 8.7 8.5 Si | 9.0 A 
British Columbia................ D8) 10.2 10.8 10.6 10.0 DY 238 a 9.8 ee 
Yukon-and NW 1.2.20 15.8 10.1 ice uel di 0 — — — — — — 

















* Excludes new-born admissions and all admissions to federal hospitals. From 1948 to 1958 includes 
public hospitals with data adapted from Dominion Bureau of Statistics, Annual Reports of Hospitals, 1948 to 1952, 
and Hospital Statistics, 1954 to 1958, Vol. 1. From 1959 to 1960 includes budget review hospitals (plus contract 
hospitals in the case of Newfoundland, Northwest Territories, and Yukon), using lists of such hospitals at time 
of entry into hospital insurance programme, for provinces and territories not participating during one or both 
years in question. In the case of British Columbia includes 5 public hospitals (1959) not covered by hospital insurance 
programme, but which reported to Dominion Bureau of Statistics the previous years. Based on data compiled 
by Research and Statistics Division from Annual Returns of Hospitals. From 1952 to 1960 includes some adjust- 
ments for estimated admissions to non-reporting hospitals based on the ratio of admissions to beds in reporting 
hospital in each province. 


Source: Department of National Health and Welfare, Hospital Care in Canada, and 1961 data supplied 
by the Department. 
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of days of hospital care. We assume that by and large the trend rate of 
growth of demand for hospital services in the period 1958-61 will continue, 
allowing for some provinces with low utilization rates and bed ratios in 
general hospitals to approach more closely the national level. On the whole, 
however, we anticipate that the factors which tend to increase the demand 
on hospital facilities, and those which tend to decrease it, will remain in 
balance during the coming few years. It is too early to assess fully the 
impact of the Hospital Insurance and Diagnostic Services Act because it 
has not been in operation long enough in all provinces. The experience 
of the hospital insurance plans in Saskatchewan and British Columbia indi- 
cates that it takes several years for the initial growing demand to level off. 
Nor do these two provinces provide a clear and uniform picture of the 
effects of hospital insurance even over the fairly long period since their 
‘Inception. 

Both Saskatchewan and British Columbia have experienced a levelling 
off in the rate of hospital days provided. In both provinces this has taken 
place since the mid-fifties, after the insurance plans had been in operation 
in these provinces for about a decade. Whether the recent slight rise in 
British Columbia and perhaps a further decline in Saskatchewan will result 
in the two rates coming closer remains to be seen. Also subject to future 
analysis are the effects in either province of social and geographic conditions 
as well as the practice of co-insurance in British Columbia. We have 
assumed, therefore, that the rate of patient-days per 1,000 population for 
Canada as a whole will continue to rise slowly and by 1971 settle somewhere 
between the rates of these two provinces as shown in Table 14-2.1 Thus 
from 1961 to 1971 it is projected that days of care per 1,000 persons will 
rise from 1,959 to 1,995; an increase of about 40 days over the decade. 
This compares with an increase of 63 days in the four-year period 1957-61. 
The downward trend in care provided in private and federal hospitals which 
characterized the period 1957-61 is projected to 1971 but is offset by an 
increase in public hospitals from 1,678 to 1,780 days per 1,000 persons. 
Including new-born hospital days we project that by 1971 total days of 
hospital care in general and allied special hospitals will rise from 38.65 
million to 48.84 million and that days of care per 1,000 persons will rise 
from 2,123 to 2,162. Of the increase in days of hospital care almost 91 
per cent is attributable to increased population and only 9 per cent to 
more hospital care per 1,000 persons. 


1 The figures for new-born hospital care shown in Table 14-2 are based on the projected 
fertility rates assuming the present average length of stay for the new-born to continue. See 
Stukel, A., “Population Projections 1966-1991’, Appendix E, in Brown, T. M., Canadian 
Economic Growth, a study prepared for the Royal Commission on Health Services, Ottawa: 
Queen’s Printer, 1964. 
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Although we project a further slowing down in the rate of growth 
of hospitalization, is it necessarily the case that we must expect it to continue 
to climb slowly as it has in the period since 1957, but climb nevertheless? 

To answer this question would require data which show the 
relationship between hospital utilization and the factors described in other 
sections of this Report such as the types of conditions treated in hospital, 
changes in attitude towards hospitalization leading to increased use of the 
hospital for childbirth, the age and sex composition of the population, rural 
and urban residence, income status and hospital prepayment, the quantity 
and types of hospital or alternative facilities available, advances in the 
general level of education and the increasing ability and propensity of the 
physician to treat his patients in the hospital. There is little doubt that 
each of these factors affects the rate of hospitalization, but with the data 
_ at our disposal we cannot determine their precise effect. 

Apparently, to some extent in this area supply often creates its 
own demand. As new beds become available they are rapidly filled with 

patients, even where the decision to build has been affected by considera- 
tions other than actual needs: philanthropy, local pride, or even politics. 
The extent to which this demand is kept unnecessarily high due to lack 
of alternative community services is difficult to judge, but an increase in 
the number and use of home care programmes and in hospital out- 
patient departments will have an undoubted influence in lowering the 
demand for hospital care. With the present lack of home care programmes, 
and the fact that out-patient care is not covered as a benefit in the hospital 
insurance programmes of some provinces, a significant number of patients 
are admitted to hospital who could be treated at home or in the out- 
patient department. The lack of coverage of out-patient services under the 
provisions of the provincial hospital insurance programmes is obvious from 
the following list. Only in Nova Scotia, Prince Edward Island and New- 
foundland are laboratory and radiological procedures included which could 
lessen the demand for in-patient care. : 

We would, however, not accept the mere fact that hospital beds have 
been filled as fast as they could be built as conclusive proof that we are 
faced with some kind of inescapable law which will hold indefinitely. One 
could argue of course, that the growing use of hospital beds with their grow- 
ing supply is proof that there remains a backlog of unmet need, and that the 
higher bed-population ratio in some areas is the result of varying social and 
geographic circumstances or patterns of health services. We know little of 
the extent to which the actual use of in-patient hospital care exceeds the 
actual need or falls behind it. In other words, are patients needlessly admitted 
or staying longer than necessary despite the attending physician’s respon- 
sibility for his patient’s hospital stay, the work of admission-discharge 
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OUT-PATIENT PROVISIONS OF PROVINCIAL HOSPITAL INSURANCE 
PROGRAMMES, APRIL, 1962 








Authorized 


Province Services Charges 


Bricisht GoltimiDiavencn st ..esee (i) Emergency (24 hours)* $2 
(ii) Minor surgical procedure. 


PAADCL tA ena eerste erotics Nil Nil 


Saskaichewatewe stern eee tee (i) Emergency (24 hours) and follow-up Nil 
in accident cases. 


(ii) Pathological examination of tissue 
and cancer services. 


(iii) Clinical and diagnostic specimens 
provided by provincial laboratories. 


IVMIATILO Dd eta ee een a ee (i) Emergency (24 hours). Nil 
(ii) Minor surgical procedures, including 
blood transfusions, as designated. 
(iii) Electro-shock therapy. 
(iv) Rehabilitation services. 


OntaArlOm eet a eine eee (i) Emergency (24 hours) and follow-up Nil 
in fracture cases. 


(ii) Certain medical and surgical thera- 
peutic procedures. 


OUCDCCRir ee. see eihs aretene Nil Nil 


INeGvwa BrUNSWICKe smi ei ete (i) Emergency and follow-up in accident Nil 
cases. 


(ii) Rehabilitation services in conjunction 
with physiotherapy where available. 


(iii) Diagnostic and treatment procedures, 
as authorized. 


(iv) Provincial laboratory services, as 
specified. 


INO Vas SCOLIA eee tes ee ee (i) Emergency (48 hours). Nil 

(ii) Medically necessary diagnostic radio- 
logical examinations with necessary 
interpretations. 

(iii) Specified Jaboratory examinations. 

(iv) Radiotherapy for malignancy, and 
Tumour Clinic Services. 

(v) Blood, including fractions. 

(vi) Minor medical and surgical proce- 
dures, including electro-convulsive 
therapy. 
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OUT-PATIENT PROVISIONS OF PROVINCIAL HOSPITAL INSURANCE 
PROGRAMMES, APRIL, 1962 











Authorized 


Province Services 
Charges 





Pimace Edward Island..........:.0.0...00 (i) Laboratory procedures, as specified. Nil 
(ii) Radiological procedures, as specified, 
including use of radioactive isotopes. 
Gii) Drugs, biologicals and related prep- 
arations for emergency diagnosis 
and treatment. 
(iv) All other services specified as in- 
patient services. 


MINS WLOUN GANG. .2ccicsscsecctorssovassvasnavenes Gi) Laboratory and radiological proce- Nil 
dures. 


Gi) Radiotherapy and _ physiotherapy, 
where available. 


(iii) Staff clinical services other than 
physicians. 


THR a2 IS) @ aE 6) 6 A Emergency. Nil 


BNortawest TerritOries... 2 ..c3.6s.000000- (i) Emergency. Nil 


(ii) Certain diagnostic procedures, and 
necessary interpretations. 





* Under provincial programme only. 


committees, and the various control measures available to the hospital in- 
surance plans? Are there, on the other hand, patients who do not get the 
in-patient hospital care they need? In order to determine over-utilization or 
under-utilization we would have to relate the effective demand to the actual 
need for hospitalization. Over-utilization may be due to two factors, namely, 
misuse or lack of alternative facilities. It has become clear that the existence 
of alternative facilities and arrangements can reduce the pressure for hospital 
accommodation. 

Another factor which could tend to decrease the rate of hospitalization 
is greater care on the part of the physician in admitting patients to hospital 
and wherever possible discharging patients at the earliest possible time con- 
sistent with his responsibilities as a physician. There are two factors besides 
the lack of home care facilities and out-patient benefits which influence the 
physician to admit patients who could be cared for elsewhere. The first of 
these is that the hospital has become the physician’s “work shop” in which 


1See Chapter 8. 
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he finds the equipment and personnel required to treat his patients. The 
physician’s preference for the hospital is based on its obvious technical ad- 
vantages, but he may also be influenced by the greater convenience and 
saving of time which it affords him. Because he has confidence in modern 
medicine and the modern hospital the patient seldom resists this trend. As 
part of a recent study undertaken in Michigan by the Governor’s Study Com- 
mission on Prepaid Hospital and Medical Care Plans an investigation was 
made of the appropriateness of admission and length of stay.’ Eighteen diag- 
noses were selected from a list of the 60 most common diagnoses represented 
in total discharges from 22 Michigan Hospitals in 1957? with the following 
results: 


“For the 18 diagnoses combined, projections for the state indicated that 
there were approximately 206,472 days of overstay (6.8 per cent of the 
actual days consumed) and 70,913 days of understay (2.3 per cent of 
days of care consumed) during 1958. This means, in total, 277,385 days 
of ineffective use (9.1 per cent of the estimated number of days of care 
actually consumed). Again, it should be remembered that this estimate 
pertains only to cases in the 18 selected diagnoses, which represented 46 
per cent of cases and 39 per cent of patient days in Michigan general hos- 
pitals during 1958.’* 

“Summarizing the exploration of effectiveness, the overuse found was large 
enough in volume to represent a major burden to insurance and prepay- 
ment. Underuse, while posing a definite threat to adequacy of patient care, 
did not counterbalance the financial impact of overuse, for in number of 
days involved it is only one-third as great. The true measure of ineffec- 
tiveness is overuse and underuse combined. In these terms 16.5 per cent 
of the cases studied represented ineffective use of the hospital.’* 


An important aspect of this study is that it provides a method for 
identifying and measuring overuse and underuse of hospital beds. With the 
present very large and increasing investment in hospital insurance pro- 
grammes in Canada there is more than sufficient reason for this method to be 
used in studying the extent of overuse and underuse in Canadian hospitals. 
This is not to suggest that the findings of the Michigan study would be 
duplicated in this country. There may well be significant differences in the 
manner in which physicians in Canada and the United States use hospital 
facilities, but when this nation of just over 18 million people® is spending 
nearly $1 billion a year® on hospital services, and this amount has been 
steadily increasing, an examination such as that undertaken in the Michigan 
study is obviously required. 


*McNerney, Walter J. et al., Hospital and Medical Economics, Vol. 1, Chicago: Hospital 
Research and Educational Trust, 1962, Chap. 26, p. 473. 

2 Ibid., Chapter 25, p. 457. 

3 [bid., Chapter 26, p. 476. 

“ Ibid., Chapter 27, p. 499. 

®In 1961. 

See Table fi-1-; 
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The other factor influencing the physician to admit patients who could 
be cared for elsewhere is the lack of a universal, comprehensive prepayment 
programme for medical services and other services outside the hospital to 
augment the present hospital insurance programme. The physician and the 
patient both realize that at least part of the costs of cases which could be 
treated in the home or at the physician’s office will be paid under the hospital 
insurance programme provided the patient is admitted to hospital. Needless 
to say, the extent to which this factor influences the hospitalization rate is 
unknown, but if a comprehensive universal prepaid medical care programme 
were introduced, there is a strong possibility that it would tend to decrease 
the rate. 

The problem of the large volume of what appears to be, and what 
we were informed is, unnecessary hospitalization being provided is not new, 
but it has became a focus of interest since the introduction of the Hospital 
Insurance and Diagnostic Services Act. As we have noted, in many areas, 
it arises from a variety of factors, including over-construction of facilities, 
inadequacy of alternative accommodation, failure to introduce  out- 
patient services as a benefit under the programme, and lack of home care 
programmes. 

From the operation of the Hospital Insurance and Diagnostic Services 
Act, two other problem areas emerge. The first is the loss of autonomy in the 
management of their affairs by some hospitals in some provinces. In some 
cases, the loss is obviously more apparent than real and represents simply the 
rejection by the hospital insurance agency of unwarranted demands of 
perhaps an over-ambitious hospital board or administrator. But in other places 
the loss is real and reflects adversely upon staff performance, patient care, 
and community support. It is claimed, however, that sometimes decisions 
are arbitrarily made; there appears to be little consistency in the treatment 
accorded different hospitals; and recognized standards for staffing and equip- 
ping hospitals are either ignored or not up-dated. 

The second problem area is the lack of participation by sufficient 
non-governmental personnel in the formulation of policies, particularly 
with respect to planning of hospital and other health facilities. The near- 
absence of representative health planning councils at local, regional, pro- 
vincial and national levels has led, on the one hand, to duplication and 
unnecessary expansion, and on the other, to important gaps in facilities 
and services. It has left, in a sense, a vacuum, which has been filled in the 
main by government agencies. We believe this to be wrong in principle 
and unworkable in practice. We believe that with strong local health plan- 
ning councils, for example, hospitals in some urban centres would cease 
competing and duplicating, and begin planning a balanced, efficient total 
community service. The same advantages would begin to emerge at regional 
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and provincial levels, as indeed, in some instances, they have already 
done. We believe, also, that such councils could effectively bring hospital 
associations and the hospital insurance authorities together in the establish- 
ment of standard criteria for equipping and staffing hospitals of varying 
size and differing functions.1 There should now be sufficient experience 
for us to remove the element of subjective opinion between a hospital 
administrator and the hospital insurance authority; for example, whether 
a given additional nurse or technician is necessary. If there are no 
objective criteria, then an appeals procedure is clearly necessary. 

Despite these problems, which we believe can be resolved, the 
programme has provided much that is good, and is one of which Canadians 
can be proud. 

The policy in regard to future hospital construction will have 
to be guided by two basic considerations. The first one is to ensure that 
sufficient beds are available to meet the need for hospitalization. This has 
been the guiding principle under the National Health Programme since 
1948 when the hospital construction grant was instituted to remedy what 
was generally agreed to be a shortage of hospital beds. As a result, some 
100,000 hospital beds were built in Canada under this programme. There 
are now some 200,000 hospital beds available in Canada. Under the hos- 
pital insurance programme there are few financial barriers to their use by 
patients, but the same governments largely responsible for the construction 
of the hospitals must finance their operation, and this has resulted in a 
growing feeling that we are approaching an optimum supply of beds.2 The 
main problem now is to ensure that it is the need for hospital care, not the 
availability of hospital beds, that determines the volume of hospital care 
provided. 

The planner is thus faced with the necessity of considering two 
viewpoints which somehow run counter to each other. Before attempting to 
reconcile the two, we will indicate how the effective demand for hos- 
pitalization is formed. Apart from the exceptional cases of legal com- 
mitment to an institution, a patient can be admitted to a hospital only 
by his attending physician who also determines the date of the discharge. 

The physician’s responsibility is to some extent shared, but not 
abrogated, by committees of his peers reviewing admission and discharge 
practices. These committees, therefore, function as controlling devices where 
they exist. In determining the need for a patient’s admission to hospital and 
the duration of his stay, the physician is guided by the medical considera- 
tions, and also by the adequacy of alternative facilities at the patient’s 


*We deal further with the subject of health planning in Volume II of our Report. 
? Possibly even above the optimum in some areas while others are still lagging behind. 


HOSPITALS 607 


disposal for treatment or recovery. We must recognize, therefore, that social 
factors should be taken into account when determining the admission and 
length of stay of hospital patients. The patient’s own conception of his 
illness, and his assessment of his home conditions and financial problems 
will sometimes, no doubt, enter into the physician’s decision regarding 
hospitalization. 


In view of the physician’s key position in determining the effective 
demand for hospitalization, and in view of his responsibility to limit the 
demand to what he conceives to be the need, has the administrator any 
choice in regard to how many hospital beds there should be? 

If the hospital and its use could be looked upon in isolation, inde- 
pendently of alternative facilities and changing social patterns, the answer 
would be simple: the supply of hospital beds would be adequate when existing 
‘beds at an acceptable occupancy rate suffice to take care of the demand 
without unreasonably long waiting lists. If, on the other hand, there is evidence 
that the demand for hospital beds will not level off no matter how many 
-beds are built, or it will level off at an excessive level only, then one has 
to seek other means of ensuring an adequate supply of beds without 
inviting or permitting an excessive usage. 


The most obvious and simplest measure of limiting the demand for 
hospital care is to establish a maximum bed-population ratio beyond which 
federal or provincial construction grants, or both, would be cut off. The 
ratio would be based on experience in Canada, and on observations in 
countries such as the United States or Britain. The difficulty in such an 
approach is that there is no magic ratio which could be applied to all prov- 
inces, territories, or areas within their boundaries. We cannot say that 
a ratio found to be satisfactory in Ontario, for example, should equally 
apply in Newfoundland or the Northwest Territories. If one accepted as 
the norm the highest ratio now found in any of the provinces, it would 
encourage the construction of unnecessary beds in some areas. If, on the 
other hand, one chose a lower ratio, areas with greater need would be 
penalized, or one would have to permit exceptions which would defeat the 
purpose of a general norm and lead back to the need for intensive studies 
of hospital requirements in specific areas. Such studies will in any case 
remain an unescapable requirement. 

In addition, the hospital and its use can no longer be evaluated 
without considering the other community services. Nor can the administra- 
tion of the Hospital Construction Grant Programme and of the Hospital 
Insurance and Diagnostic Services Act ignore developments outside these 
programmes. 

Limiting the bed ratio to some acceptable value may, therefore, be 
an expedient and effective means of curbing excessive hospital construction 
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and operating expenditures, but it remains a stop-gap measure only. By 
itself, it will not ensure the adequacy of hospital facilities on the one hand, 
nor guard effectively against excessive use on the other. In order to achieve 
an adequate level of hospital care, the limitation of new construction to a 
given ratio must be accompanied by other measures of determining bed 
requirements. 

Such measures include planning, based on systematic surveys, which 
would subordinate local interest, and perhaps pressure, to regional or pro- 
vincial plans, thereby ensuring the greatest possible effectiveness of service 
combined with efficient use of facilities and personnel.! Prepayment coverage 
of services outside the hospital will have to be considered together with a 
strengthening of these services, particularly in the form of organized home 
care schemes. Home care plans will not only provide some of the medical, 
nursing, and paramedical services outside the hospital, but they will also 
affect the patient’s social environment which we have identified as a frequent 
reason for stay in hospital in preference to treatment and recovery at home. 
The provision of nursing homes will serve a similar purpose in many cases 
once the question of their financing has been solved in the context of health 
services in general. The strengthening of hospital out-patient departments 
will be another factor in relieving the pressure. 

The attending physician has been identified as the decisive factor in 
determining the demand for in-hospital care, and he will remain largely 
instrumental for the future pattern of hospital utilization. Group practice 
may have some effect in decreasing hospital utilization, but the physician 
must have at his disposal an effective home care programme and an out- 
patient programme. The various forms of admission-discharge committees 
must be used to a greater extent in the future, and they too must be fully 
aware of social indications leading to hospitalization and the alternative 
services available. 


Tuberculosis Sanatoria 


As we have described earlier in Chapter 5 and as is evident from 
Table 14-2 the utilization of tuberculosis hospitals has been declining 
steadily. Between 1957 and 1961, days of care per 1,000 persons provided 
in these hospitals fell by over 40 per cent from 234 to 127, this in a 


1 Regional and province-wide planning will mean that hospitals will become institutions 
designed to serve a region or entire province rather than merely the local community. While 
this will increase efficiency and quality of care, it will lift individual institutions out of the 
local context on which their financing has traditionally been based. One can no longer expect 
municipalities or voluntary agencies to raise as much as three-quarters of the construction costs 
if the hospital becomes part of a provincial master plan instead of being the result of local 
initiative. 


HOSPITALS 609" 


four-year period. We have projected that this decline will continue, partly 
through a reduction in the length of stay and partly through a transfer of 
tuberculosis treatment from sanatoria to public general hospitals.1 Our 
projection assumes a slowing down in the rate of decline of patients in 
sanatoria, but it assumes that days of care in these hospitals will fall from 
127 per 1,000 persons in 1961 to 55 days per 1,000 persons in 1971. _ 

It should be emphasized that despite the projected decline in this 
type of hospitalization, tuberculosis still remains a major health problem.” 
Nearly one and a quarter million days of hospital care are estimated for 
1971, and this excludes hospital care given in tuberculosis units. 


Mental Hospitals 


| We have presented two estimates of mental hospital care; one 
assuming continuation of the changes now taking place in the care of 
the mentally ill and a second assuming a more rapid change based on 
the implementation of the recommendations we have made. 

. The projection based on the continuation of existing trends is shown in 
Table 14-2. Between 1957 and 1961, days of care per 1,000 persons pro- 
vided in mental hospitals and homes for the mentally retarded declined from 
1,417 to 1,356 or 61 days in a four-year period. We have projected that this. 
decrease will continue and that by 1971, ten years later, the figure will be 
1,315, a further drop of about 50 days. These figures do not include psy- 
chiatric care provided in general hospitals which has been included in the 
projection of general hospital care. It is based, however, on the assumption 
that the development of this type of care will not proceed any faster than it 
did in the decade 1951-1961. Total days of care are projected to grow 
between 1961 and 1971 from 24.74 million to 29.71 million—an increase 
generated solely by population growth. 

Carrying further our review of possible new developments in the field 
of hospital care for psychiatric disorders, we have compiled Table 14-3. It is 
based on estimated changes in the treatment pattern stemming from our 
recommendations, should a decisive step be taken during the period 1961- 
1971 towards the re-orientation of mental health services.* In this table the 
figures for the base year 1961 reflect the actual situation in that year. The 
combined figure of days of care per 1,000 persons in mental hospitals, 1,105, 
and institutions for the mentally retarded, 251, is the same, 1,356, as shown 
for mental hospital care in 1961 in Table 14-2. 





; 1The mean hospital stay of tuberculous discharges in 1961 was 241 days compared with 
362 days in 1955. Dominion Bureau of Statistics, Tuberculosis Statistics 1961, Ottawa: Queen’s. 
Printer, 1963, p. 49. 
*See Chapter 5. 
3 This re-orientation is further discussed in Chapter 8. 
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In the years 1966 and 1971 the days of care per 1,000 persons in 
mental hospitals and institutions for the mentally retarded would be: 


With Existing With Expanded 


Programme’ Programme? 
1.9 6 lesen a oe Perle 150 
LO OG wee as oe ee. 1,340 1,105 
OT UR ere ae IES) O17 


The result of the programme would thus be a substantial reduction 
in the patient-day rate despite a projected 48 per cent increase in the rate 
for the mentally retarded. While the total volume of all days in mental hos- 
pitals would decrease from 1961 to 1971 by 7.84 million days, that in insti- 
tutions for the retarded would grow by 3.82 million during the same period.° 
The most rapid increase in the patient-day rate is foreseen for the psychiatric 
units in general hospitals: a fivefold increase in the rate, resulting in 2.9 
million more patient-days in these units. 

All these projections imply, of course, assumptions regarding the 
speed and extent of implementation of the new programme within the period 
under consideration, but as we have emphasized earlier, the care of the men- 
tally ill is one of the major health problems of our time and, we believe our 
appraisal of the need is a realistic one. Table 14-3 summarizes the results of 
the envisaged psychiatric care programme in terms of the demand for days 
of hospital care of the three broad types‘ as well as the total for all hospitals. 
The difference between a continuation of the mental care programme as it 
is now and an expanded programme is as follows: 


DAYS OF CARE 














| Existing Programme* Expanded Programme** 


Year Days per 


Days per 
Total Days 1,000 Persons Total Days 1,000 Persons 
(millions) (millions) 
LOGIE eee eee 24.74 1,356 24.74 15356 
LOCOS rca tee ee 2120 1,340 23238 Ii 
LOT Lee ee rete 29071 1p3 i> PBR IOP 1,045 





*See Table 14-2. 
**See Table 14-4. 


1See Table 14-2. 

2See Table 14-3. 

8 Institutions for the mentally retarded include residential schools for training and reha- 
bilitation as well as institutions for custodial care. 


4Note that the extra days in psychiatric units due to such a programme are included in 
Table 14-4 under ‘“‘Hospital Care for the Mentally Il’. 
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If the intensive care programmes produce the results that they appear 
to be able to, the population of the large custodial mental institutions could 
well be eliminated in the decade of the nineteen seventies. 


All Hospital Care 


Our projections of total hospital care with and without an expanded 
mental health care programme is as follows: 


DAYS OF ALL HOSPITAL CARE 














Existing Programme* Expanded Programme** 
Year 
Days per Days per 
Total Days 1,000 Persons Total Days 1,000 Persons 
(millions) (millions) 

SLL ee aS een oem ince ae OD. 7 3,606 65.71 3,606 
SOL eee V2.3 3562 68.49 3,373 
1» TTL Aa Ge RA ee ID. 19 3,932 73.70 3,202 


*See Table 14-2. 
**See Table 14-4. 


Assuming existing programmes, we project that total days of care 
will rise to 80 million from 65.7 million in 1961. This increase is all due to 
population increase as we project days of care per 1,000 persons will decline 
to 3,532. Thus over the decade, the decrease is 75 days compared with a 
decrease of 100 days in the four-year period 1957-61. 

With the introduction of an expanded mental health care programme 
total days of care are projected to decline to 3,262 days per 1,000. It would, 
therefore, result in the following estimated reduction in hospital-days per year: 


Total Days Days per 
1,000 Persons 
(millions) 
FR) SRE R Se Pete Set s2h GORA S ieee ER wvmtncans — — 
DE Shea ONIN SY Sas Br ace oa OR A eRe A Se Oa 3.82 189 
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BED NEEDS 


We are equally concerned with the outlook regarding the expected 
need for the physical facilities to provide the required care, and also the 
capital cost involved in providing these facilities. It will, in fact, be the 
existence and availability of beds which will ultimately determine the extent 
of utilization of hospitals. We, therefore, discuss the implications of the above 
projection of hospital utilization for the supply of beds to 1971. 

The number of hospital beds required will depend upon two factors, 
the number of days of hospital care and the average occupancy rates of 
such beds. With respect to occupancy rates in mental institutions, institutions 
for the mentally retarded and tuberculosis sanatoria we have assumed an 
occupancy rate of beds set up of 100 per cent which is likely to be closely 
approached when the cases responding to treatment in a general hospital or 
other community facility have been separated. We have assumed a slight 
increase in the occupancy rate in general and allied special hospitals, from 
80.0 per cent in 1961 to 81.6 per cent in 1971, an increase which in our 
opinion can be achieved and should be aimed at. We assume little over-all 
changes in the occupancy rate of bassinets. 

The number of beds for the treatment of all classes of hospital 
patients in 1961 as shown in Table 14-5 has been estimated at 196,812 or 
10.79 beds per 1,000 persons of which 68,602 were in mental institutions 
caring for the mentally ill or retarded and 5,972 in tuberculosis hospitals 
providing hospital care for those ill with tuberculosis. The remaining 122,238 
beds were in public general, private and federal hospitals or in chronic and 
psychiatric units in tuberculosis hospitals where care was provided for a 
wide variety of short-stay and long-stay patients. About 1,800 beds were 
available in psychiatric units of general hospitals and these are included with 
beds in public general hospitals. 


In view of the decline projected for treatment in tuberculosis hospi- 
tals no additional beds or replacement beds are projected for this area. The 
same is true for large-scale institutions for the care of the mentally ill since the 
existing trend in patient care in such institutions is declining. We have, there- 
fore, projected no net additions to the stock of this capital and no replace- 
ment of beds in older institutions. Given the age and condition of many 
patients in mental hospitals, even by the end of the decade, there still will 
be a sizeable number of patients in such institutions. This number should 
fall gradually through the nineteen seventies as intensive treatment and 
rehabilitation programmes are developed. 
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Corresponding to the decline in long-stay beds in mental institutions 
is the expansion of the number of beds in, or associated with, general hos- 
pitals. No attempt has been made to classify these beds according to whether 
they would be in units in a general hospital or in small psychiatric hospitals 
associated with general hospitals, but in the case of the former the projec- 
tion is consistent with the growth of the number of hospitals capable of 
operating a psychiatric unit. Indeed the problems associated with the 
staffing of such units and the availability of hospitals of the appropriate size 
has led us to project an increase of 1,000 beds a year in 1965 and 1966, and 
1,300 beds a year thereafter, which would yield 4,100 beds by 1966 and 
10,600 beds by 1971. This would increase the number of beds per 1,000 
persons from .10 to .47 over the decade, a ratio somewhat below that thought 
desirable, but realistic in the perspective of the general hospital construc- 
tion programme and the difficulties associated with any speeded-up pro- 
gramme. 

The number of beds needed in institutions for the mentally retarded 
is estimated to increase from 13,370 to 23,000 between 1961 and 1971. 
This increase is partly due to the transfer of mentally retarded patients 
from mental institutions, but is also based on our recommendation concern- 
ing the institutional care of these patients.* We have, therefore, projected 
that the number of beds in institutions for the mentally retarded will rise 
from 13,370 in 1961 to 23,000 in 1971, an increase in the ratio of beds 
per 1,000 persons from 0.73 to 1.02. Whether this will be sufficient to meet 
the needs of the population is uncertain and the ratio may well increase in 
the nineteen seventies.® 

The total number of beds for the treatment of the mentally ill and 
retarded is, therefore, projected to decline from 70,402 in 1961 to 67,350 in 
1971, a decline in the bed-population ratio from 3.86 to 2.99 beds per 1,000 
persons. The fall in the number of beds in large mental institutions is offset 
to some extent by the increased number of beds in active treatment institu- 
tions but the expansion of the latter ultimately will lead to a decline in the 
total number of patients permanently hospitalized. 

The rest of our projection of hospital beds assumes that the transition 
from segregated hospital care in mental or tuberculosis hospitals will take 


1 Richman, A., Psychiatric Care in Canada: Extent and Results, a study prepared for the 
Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. There, a ratio of 0.7 beds 
per 1,000 population is quoted as required accommodation for intensive treatment, based 
on the experience in Saskatchewan. In the Moose Jaw area, ratio of beds in the psychiatric 
unit was less than 0.4 beds per 1,000 population, but it is emphasized that “the above-mentioned 
ratios can be markedly affected by the development and expansion of community alternatives 
to in-patient care”, a proviso which we have applied generally to our projections. 

2See Chapter 2, Recommendations 9-12. 

3’ The corresponding requirement for England and Wales has been estimated at 1.8 beds 
per 1,000 population, a figure which by some is considered to be too high. See Richman, A., 
Psychiatric Care in Canada: Extent and Results, op. cit., Chapter 5. 
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place gradually over the near future and Table 14-5 is based on this as- 
sumption. In consequence, what we are projecting is the supply of beds as- 
suming the expansion of public programmes to care for the mentally ill and 
retarded. 

Leaving aside for the moment the need for psychiatric beds in general 
hospitals, we have projected that the number of beds in general and allied 
special hospitals will have to rise from 120,438 in 1961 to 151,350 in 1971 
in order to meet the need for hospital care projected above.* 

The number of beds required as a consequence of a more rapid 
integration of mental hospital care with general hospital care is shown in 
Table 14-3. The general decline in beds set-up in mental hospitals we have 
already referred to.? 

In Table 14-5 the projection of the total number of beds is set out. 
In 1961 there were 196,812 beds, a ratio of 10.79 beds per 1,000 persons. 
By 1971 the total number of beds is projected to rise to 222,097 but the 
ratio to fall to 9.84 beds per 1,000 persons. The composition of hospital 
care is changed however, since the number of beds in general and allied 
special hospitals, including beds in psychiatric units or hospitals, grows more 
rapidly than the population, while the supply of beds in tuberculosis sanatoria 
declines. But even in general and allied special hospitals, the bed-population 
ratio does not increase significantly since in 1961 it amounted to 6.7 beds 
per 1,000; in 1966 to 6.87; and in 1971 to 7.17—an increase almost entirely 
due to the expansion of psychiatric hospital care. 


Estimated New Hospital Construction, 1966 and 1971 


As a basis for our projections regarding the expected capital costs of 
hospital construction we have in Table 14-6 prepared estimates of the addi- 
tional beds and bassinets, and the replacement of obsolete beds and bassinets 
that will be required based on the assumptions in the foregoing tables. 

In an industry where the life of the capital stock is, on the average, 
at least fifty years and where competitive activity is not of the type to eliminate 
technologically obsolete capital equipment, the projection of obsolescence 
rates over a period as short as a decade is particularly difficult. This is all 
the more so in that a very high proportion of hospital facilities has been 
built in recent years, particularly since the inception of the National Health 
Grants Programme. The large stock of new capital would indicate a very 


1Some of these beds may still remain in tuberculosis sanatoria that have been converted 
but they are included in general hospitals for the purpose of projection. 

2In view of the difficulty of projecting the supply of beds in psychiatric units and mental 
hospitals if our recommendations were not carried out, and considering the need for psychiatric 
units, we have assumed that these units will be built and in consequence, we have not prepared 
an estimate of bed needs on the basis of a continuation of existing trends. The projection of 
hospital beds assuming existing programmes and an expanded programme are the same. 
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low actual rate of replacement although scientific and technical change in 
the practice of medicine, along with population shifts, indicate a closing down 
of some small rural hospitals that have been built in recent years. Our 
projection therefore is based on a rate of obsolescence of 1.5 per cent a year 
in the case of beds and cribs and 1.0 per cent a year in the case of bassinets 
in general and allied special hospitals. To the extent that this obsolescence 
takes place in lightly populated areas, it permits the growth of the number of 
hospital beds in areas where the population is growing more rapidly to ex- 
pand at a faster rate than the national average. Finally, we have not projected 
any replacement beds in mental or tuberculosis hospitals so obsolescence rates 
are irrelevant. 

Given that the changes we recommend take place over the decade 
1961-1971 the additional beds needed each year to meet the growth of 
hospital care in general and allied special hospitals should rise to 6,625 in 
1966 and 6,870 in 1971, while the annual increment of bassinets should rise 
to 570 in 1966 and 800 in 1971. The annual increment of beds in residential 
institutions and training schools for the mentally retarded should rise to 
1,000 in 1966 and to 1,500 in 1971. 


CONCLUSION 


In conclusion, we must emphasize again that the numerical pro- 
jections, subject as they are to numerous assumptions, can serve only to 
indicate the general order of magnitude of the need for physical facilities 
for the period to which they apply. The validity of these assumptions should 
be reviewed periodically in order to adjust the projections in the light of new 
developments. 

Regional planning will assume an increasing role in the years to 
come but regionalization as such will not affect the supply or demand 
situation in regard to hospital beds in a large area. It will make for better 
and more effective care, and also bring about a shift with regard to the 
type and location of beds. The Saskatchewan Hospital Survey! recom- 
mends the gradual closure over a ten-year period of 18 “limited function” 
hospitals. This is an inevitable evolution, in Saskatchewan as well as else- 
where, and one which indicates the need for local participation in the 
aforementioned councils if hospitals are to retain some of their autonomy. 
There is no suggestion that the hospitals to be closed should not have been 


1 Summary of Saskatchewan Hospital Survey and Master Plan 1961, Part I, A Report 
of the Hospital Survey Committee, Health Services Planning Commission, Saskatchewan Depart- 
ment of Public Health, Regina: February 1963. 

2 Tbid., p. 49. 
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built in the first place. The small community hospital at one time was a 
very desirable and necessary part of our health services and no doubt con- 
tributed much to the settlement of certain rural areas. It is becoming 
obsolete, however, with the “development and improvement of the highway 
and grid road systems; the rural-urban population movement; the develop- 
ment of larger, more centralized, trading centres; the economic factors 
influencing farming practices; and the changing pattern of medical practice”.* 

In the years under review the stock of hospital facilities will con- 
tinue to grow. This appears unavoidable in the face of an increasing 
population. Some construction is also needed, of course, to counteract the 
ever present obsolescence of existing institutions. We assume, however, that 
the increase in hospital facilities will occur at a considerably reduced rate 
from what it has been in recent years and for the nation as a whole, the 
provision of hospital beds can be expected to approach a fairly stable 
situation, after fifteen years of operation of the National Health Grants 
Programme and five years of national hospital insurance, whereby the 
supply of beds grows at the same trend rate as population growth. 

Within this over-all stability of the supply of beds, significant 
changes in the provision of hospital care can be expected. Changes will 
result from the anticipated greater integration of tuberculosis and mental 
health care into the general health services: both tuberculosis and mental 
institutions will decline in significance, with a substantial part of their 
remaining functions being shifted to the general hospital. There will be a 
growing pressure for re-appraising the organization within the general hos- 
pital in the light of new principles such as progressive patient care, and 
the division between acute treatment and institutions providing chronic 
and convalescent care, including the nursing home. The increasing 
emphasis on rehabilitation will also bring about changes within the general 
hospital as well as in its relationship to the community. 

The Commission has recognized these latter changes and has 
recommended the development of community facilities and services out- 
side the hospital as a supplement to and a quality substitute for a proportion 
of hospital care.? Thus the slowing down in the rate of growth of hospital 
construction will be offset, to some extent, by the expansion of community 
health facilities. 

The removal of certain types of care from the hospital by the 
envisaged mental health programme, home care, and rehabilitation services 
outside the hospital, will call for the provision of alternative facilities 
in the community. This will in part require a certain amount of capital 
expenditure for new buildings but use may be made, to some extent at 


1 Ibid., p. 48. 
2See Chapter 15. 
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least, of some of the facilities vacated by the reduced demand for tubercu- 
losis and mental hospital beds in existing institutions. To a large extent, 
any shift away from the hospital as a result of the programmes mentioned 
will mean additional demands for personnel to staff these newly emerging 
services in the community. The improved quality of care carries with it 
a cost in the provision of more specialist personnel and facilities which 
offsets the reduced need for more traditional forms of hospital capital. 

A summary of the projected increases in hospital beds appears 
below: 











1961 1966 1971 





Beds Beds Beds 
Item Number | per Number | per | Number | _ per 
of 1,000 of 1,000 of 1,000 
Beds Popu- Beds Popu- Beds Popu- 


lation lation lation 
1. Stocks of Beds and Bassinets* 
All hospitals (beds)... ...6..c0000.:. 196,812 | 10.79 | 205,804 | 10.13 | 222,097 9.84 
General and allied special 
DOs pital DEMS. 5. elt iin ehesids 122,238. | 6.70 | 139,350) 6.87 | 161,950 ae 
(Dass CS yoo dencacieshic tv once (15,500)} — (16,800)} — (19,900)) — 
Tuberculosis hospitals................ S972 woo 5,014 «2D 35397 Pa le 


Mental hospitals and _ institu- 
tions forthe mentally retarded| 68,602 | 3.76 | 61,440) 3.01 56,750 DeS2: 


2. New Construction Required 


Annually** 
General and allied special 

LOSS ET — — 6,625 — 6,870 — 
Beds for mentally retarded........ — — 1,000 — 1,500 — 
TESTE COR ame ste oe gr an oe — — 570 --- 800 — 


*Source: Table 14-5. 
**Source: Table 14-6. 


Over the period 1961-1971, the net addition to the stock of hospital 
beds, because of the projected substantial reduction of beds now located in 
mental and tuberculosis institutions, is less than one-third of the percentage 
increase in the number of beds in the previous decade. It is still projected 
to increase by 25,300 in the case of beds and cribs and 4,400 in the case 
of bassinets. If the projected increase in beds in institutions for the mentally 
retarded are included, the total addition in beds and bassinets projected 
between 1961 and 1971 amounts to about 39,000 or almost 20 per cent 
of the stock existing in 1961. 
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If the beds projected to replace obsolescent beds in public general 
and active treatment hospitals are included in this amount, between 1961 
and 1971 the total gross increment of beds and cribs and bassinets is 
estimated to approach 61,000. Population growth and adjustment to the 
redistribution of population, along with improved quality in health care 
carry with them a continuing high level of construction of hospital facilities. 
The cost of such facilities are projected in Chapter 20. 


15 


Home Care and Rehabilitation 


The provision of health services on a comprehensive basis rests on four 
major factors: personnel, capital, scientific and technological know-how re- 
sulting from research, and organization. We have dealt with health personnel 
and facilities in Chapters 7, 8, 13, and 14 of this volume. Research and 
‘matters of organization are dealt with in Volume II. There are, however, two 
areas which we would like to single out for special consideration because 
they cut across the four factors mentioned and are of the utmost importance 
‘for the co-ordination of the recommended comprehensive Health Services 
Programme. These two items are: organized home care and rehabilitation. 

The provision of adequate home care services has become a matter of 
great importance for the twofold reasons of better care for the sick and, at the 
same time, more economic services where they can substitute for or supple- 
ment hospital care. Concerning the respective economics of care in the home 
or the hospital, we have strong indications that the operation of an organized 
home care plan, providing a good standard of service, is considerably less 
expensive than the corresponding care in hospital for the certain types of 
patients and certain illnesses or stages of illness for which home care is suitable. 

Rehabilitation, the second subject to be reviewed in this chapter, is 
a problem on an entirely different plane from that of home care. While the 
latter refers to a specific type of organization, rehabilitation is a principle 
underlying a varying range of services. Its implementation, however, raises 
major administrative and organizational problems. Rehabilitation in physical 
as well as mental illness requires the earliest possible return of hospital 
patients to the community. Thus, there is a close link between the imple- 
mentation of home care plans, and an increasing emphasis on the principles 
of rehabilitation. 


ORGANIZED HOME CARE 


In Chapters 3 and 6 we refer to the changes that have taken place 
in people’s attitude towards the hospital; not only its growing acceptance 
but also the increasing demand for its services when diagnosis and care of 
any consequence are involved. We also observe that at the same time the 
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home has become a less suitable place for accommodating the sick as 
urbanization and the type of modern housing have altered living conditions 
and broken up the pool of relatives and neighbours from which attendants 
for the sick could usually be drawn. 


Thus there was a tendency to look upon the hospital as the natural 
place to go when sick, until some second thoughts developed. There can be 
no doubt that with the rapid progress in medical science and technology 
the hospital is the only place where adequate and up-to-date diagnostic and 
treatment facilities for a great number of conditions are available. The same 
applies to the medical restoration phase of the rehabilitation process: But 
more and more emphasis is being placed now on the need for judiciously 
examining whether an actual need for hospitalization exists in a particular 
case. 


In many cases need may be exaggerated, leading to over-utilization 
of hospital facilities and contributing to shortages and pressure for additional 
hospital construction. Not enough consideration has been given to alter- 
natives, particularly the increased use of home care services and out-patient 
facilities. 

Why is this so? The answer is provided by the structure of the 
modern health services complex.’ The hospital has become the repository of 
‘much of the modern diagnostic treatment and rehabilitation facilities and 
equipment. Hence its attraction for the physician and patient alike, although 
an increasing range of specific services such as visiting nursing, physio- 
therapy, medical social work, and others are available now in the community 
outside the hospital. But whereas all the necessary ancillary services are 
brought to bear on the case by the institution once a person is admitted as 
an in-patient to the hospital, there has been no corresponding organization 
before the advent of organized home care plans to co-ordinate similar services 
outside the hospital. 
| Thus, one of the prerequisites for restoring home care to its proper 
place is the development and organization of the necessary community 
services outside the hospital, so that the physician can refer patients requir- 
ing a variety of services to the home care plan just as he refers them to the 
hospital when they need hospital care. We must realize that home care plans 
of themselves will not necessarily mean that they will be fully utilized. 
They must have the confidence of patients and physicians. Too often physi- 
cians are indifferent to such plans and do not support them. After reviewing 
home care plans in Canada and the United States, Dr. Genesove concludes 
that “the biggest single failing in each programme was the failure to enlist 
the support, develop the interest, and utilize the skill of the average neigh- 


1See Chapters 7 and 8. 
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bourhood doctor”’.t One important factor in promoting the acceptance of 
home care by the physician, the patient and his family is the assurance that 
the patient can be readily admitted or readmitted to a hospital, should the 
need arise. 

As long as the cost of hospitalization is covered by the insurance 
plan, but the patient is expected to pay for services such as home care 
received outside the hospital, there is an incentive to use the hospital even 
where adequate care can be provided outside. This anomaly in our present 
system of health services will be eliminated by implementation of our recom- 
mendations regarding the organization of home care programmes and their 
financing, as well as by the recommended full coverage of out-patient 
services under the Hospital Insurance and Diagnostic Services scheme.? 

Sufficient experience has been gained in Canada over more than 
fifteen years with the operation of home care plans in a great variety of 
settings, to warrant now the general implementation of such plans. The 
National Health Grants Programme has encouraged the development of home 
care plans but, by its very nature, favoured diversity rather than co-ordinated 
development. This was justified and necessary to evaluate the operation 
of various types of plans. We are convinced that the stage has now been 
reached where, on the one hand, it has become imperative to supplement 
the services provided under the Hospital Insurance and Diagnostic Services 
Act, and where, on the other hand, the implementation of organized home 
care plans has become feasible. Great care will have to be taken in the 
planning and administration of home care plans that they not be looked 
upon merely as less costly substitutes for hospitalization. There must be 
close co-ordination between the home care plan and the hospital, the choice 
at a particular stage being determined by the needs of the patient. 

The haphazard development of home care plans has meant, in many 
cases, certain limitations on the type of patients admitted to the plan, beyond 
the purely medical and social criteria which establish whether a particular 
patient could benefit from home care services. Among the extraneous criteria 
is the capacity of the plan in terms of finances and personnel. But these 
apply generally without selecting certain types of patients except perhaps 
according to the severity or urgency of the case. We also find that some 
plans are limited, for instance, to patients discharged from a certain hospital, 
to certain conditions (such as psychiatric), or to indigents. This is natural 


1The Moose Jaw Community Home Care Program, Moose Jaw, Saskatchewan, First 
Annual Report, April 1st, 1962-March 31st, 1963, p. 6. The Moose Jaw Community Home Care 
Programme, however, represents a notable exception in this regard because the programme was 
established at the initiative of the Moose Jaw and District Medical Society. 

2 See Chapter 2, Recommendations 105-107, 120 and 121. 

3 See Kohn, R., Emerging Patterns in Health Care, a study prepared for the Royal Com- 
mission on Health Services, Ottawa: Queen’s Printer, 1964. 
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as long as the establishment of home care plans has to wait for local 
initiative often taken to meet a specific problem. The selectiveness char- 
acterizing some of the existing plans will disappear, however, when plans 
become established as an essential community service. 


Services Provided by Home Care 


As with other health services, the physician remains the hub for 
the services provided under a home care programme. He directs all health 
services brought to bear on the case and his judgment is an important 
factor in the employment of other community services. The medical criteria 
he sets for the admission and discharge of home care patients are supple- 
mented by the social conditions of the patient as determined by the medical 
social worker or the nurse. 


Professional nursing is another essential service. The services of the 
full-time private duty nurse in the home are infrequent because of the cost, 
the scarcity of nurses, and the fact that cases requiring this type of nursing 
usually also require active treatment in the hospital. Thus, most cases requir- 
ing continuous nursing supervision will be cared for in an institution, leaving 
the bulk of nursing under a home care programme to the visiting nurse. 
Home nursing and visiting nursing mean that the nurse goes to the home 
only long enough to discharge a certain function such as applying a treatment 
or giving health instruction to the patient or members of his household 
regarding the management of the case. Where other community services 
are not developed, the visiting nurse often performs some of the tasks of 
the social worker, physiotherapist, and if necessary of the homemaker. Even 
before the advent of formal home care programmes she called in other 
community services where needed and available. Because of this background 
and experience, nurses are often found as the administrators or co-ordinators 
of home care programmes.! 


* The institution of visiting nursing deserves much more attention than it has been receiv- 
ing in the past. Largely perhaps because the service was provided generally by voluntary 
organizations, it has always been looked upon as something akin to charity rather than an 
essential part of health services. Suddenly, with the advent of home care programmes, we 
discovered that we really had its most essential component available all along if only we had 
used it adequately. Here also is a service which, besides the care for the sick, always empha- 
sized the positive and preventive aspects of health care, particularly in regard to prenatal and 
postnatal maternity care and health education. The nurses have kept abreast with modern 
developments in these fields and also with the new approach towards rehabilitation, both 
physical and psychiatric. Thus visiting nursing seems to emerge aS a discipline of its own 
distinct from hospital, traditional public health, or industrial nursing. By public health nursing 
we mean services provided by public health departments which usually do not include bedside 
nursing. Most visiting nurses now have public health training. What sets them apart is not so 
much their training as their function and responsibility. Much like public health nurses in remote 
areas, the visiting nurse combines the functions of the hospital nurse and the public health 
nurse but has to work more independently and thus requires more initiative and resourcefulness, 
such as found in voluntary organizations like the Victorian Order of Nurses for Canada, estab- 
lished in 1897, the Saint Elizabeth Visiting Nurses Association, founded in 1908, and the Société 
des Infirmiéres Visiteuses formed in 1937. Public health nurses now do provide home nursing 
in many areas of British Columbia and, to a lesser extent, in other provinces. 


HOME CARE AND REHABILITATION 627 


The physician and a visiting nursing service form a home care plan, 
with the latter service providing the organizational nucleus. As indicated 
already, the nurse sometimes also takes on the role of the social worker in 
assessing the suitability of the household for home care, and she also 
establishes contact with other community services required in the case. This 
contact may be made on a more or less personal basis without any formal 
liaison arrangements. This, together with the fact that no new organization is 
required if only the physician and the nursing service are involved, provides 
the essentials of a home care plan though not of the formal nature of what 
has become recognized as an organized home care programme. 

A formal home care programme must have an organization, either 
voluntary or public, whose responsibility it is to co-ordinate the work of the 
several agencies providing services under the plan.t These should include 
all the professional and technical assistance available at the hospital (except 
those specifically limited to active treatment which can be given only to 
hospital in-patients) plus any services required to improve where necessary 
the patient’s home conditions so that the health services can be provided 
in the home in a satisfactory setting. In other words, home care must be 
able to provide both the health services proper and such services as home- 
maker, meals-on-wheels, social welfare and friendly visitors needed to pro- 
vide the adequate environment for the effective functioning of health 
services.? Obviously the range of services available will largely influence 
the choice of patients that can be covered by a particular home care pro- 
gramme. The cost of the programme will be affected by the type of services 
available and the extent to which they are used. The kind of services a home 
care plan has to provide will also depend on the extent to which diagnostic 
and treatment services are available in a hospital out-patient department 
or rehabilitation centre, and can be used by patients going there or taken 
there by ambulance or taxi. Depending on the relationship between the 
programme and the hospital, X-ray or laboratory procedure may be con- 
sidered part of the home care programme. Table 15-1 shows the services 
provided by selected home care plans in Canada.*? While the range varies— 
not only from plan to plan but also under the same plan over a period of 
time—the following services are required components: nursing as a basic 
service, social case work, homemaking or housekeeping, physiotherapy, 
occupational therapy, and transportation (ambulance or taxi). We find 


1See also Report of the Conference on Organized Home Care, Chronic Disease Program, 
U.S. Public Health Service, held in Roanoke, Va., June 9-13, 1958, p. 7; and Commission on 
Chronic Illness, Care of the Long-Term Patient, Chronic Illness in the United States, Volume II, 
Harvard University Press, Cambridge, Mass., 1956, p. 587. 

. 2Dale, B. T., and Mumby, D. M., A Study of Home Care Needs in Wellington County, 
The Wellington County Board of Health, Fergus, Ontario, 1961, p. 5. 

3 The comparability of the data is affected by the aforementioned varying approach to 
hospital X-ray and laboratory services. Also, some plans specify certain services while others 
may lump them together under a general heading such as “social services’ (e.g., service clubs 
sometimes provide appliances, drugs, or other services). 
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frequently that new services are incorporated in the programme as the plan 
grows. It is important that home care patients be readily admitted or 
readmitted to the hospital when the need arises. 


Patients and Their Conditions 


What kind of patients are cared for by a home care programme? They 
are principally the aged and chronically ill. The age composition of 
patients is fairly uniform among plans where statistics are available.1 About 
70 per cent of the patients are in the age group 60 and over. The remainder 
comes almost entirely from the age groups between 20 and 60 years, with 
some plans having from about 3 per cent to 7 per cent of their patients in 
the age groups under 20. 

In contrast, among patients discharged from general hospitals? the 
age group 60 years and over accounts for only about 15 per cent of the 
separations, the middle age group (20 to 59 years) for about 46 per cent, 
and the under 20 group for about 39 per cent.* This reflects the emphasis 
in home care plans on the care of the aged, the main age group as far as 
chronic disease is concerned. The proportion of the over 60 in formal home 
care plans also exceeds that among patients receiving the more generalized 
services of the Victorian Order of Nurses.* 


TABLE 15-2 PERCENTAGE AGE DISTRIBUTION OF HOME CARE PATIENTS 





























General Hospital Visiting Nursing 
Selected Separations Services General 
Age Home Care|—_______|___—_ Population 
Plans Cases Days Cases Visits 1961 

Bemcer 20.8 5..3h0.. heck 5 39 24 19 5 42 
BF si docdavsanininertseees 25 46 40 Die: 20 47 
60 and OVE icc. .03.00..:. 70 15 36 54 75 11 

TOPAS oiccscss: 100 100 100 100 100 100 











Source: Kohn, R., Emerging Patterns in Health Care, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


1 British Columbia, Winnipeg General Hospital, Toronto, and Moose Jaw. 

2 Data for 8 provinces relate to 1960 and were made available by the Dominion Bureau 
of Statistics. 

3 Table 15-2. 

* Including the medical and surgical but not the maternity cases. 
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Little information is available on the distribution of the workload 
(number of visits or patient-days) by age groups but the British Columbia 
and Victorian Order data agree in showing that the average number of 
nursing visits increases with the patient’s age: 


TABLE 15-3 AVERAGE NUMBER OF NURSING VISITS 
PER PATIENT 


— — 














B.C. Nursing Care Programme Victorian Order 
Age Per Cent Rie Age Per. Cent 
Group of Visits Group of Visits 
O19 BIe ree ae 9.6 Under Stacy 4.2 
2059 Bie eee 14.6 15-44... 10.0 
60nd Over. 16.2 45-64... eee. 133 
65 and over....| 26.4 








Source: Kohn, R., Emerging Patterns in Health Care, a study 
prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964. 


The conditions treated vary from plan to plan according to its scope 
and design. The emphasis is on chronic conditions, with cardiovascular pa- 
tients accounting for about 30 to 40 per cent of the patient load, and cancer 
for about 10 to 20 per cent. Some plans, however, are limited to certain 
conditions or emphasize them (e.g., psychiatric disorders or diseases of the 
nervous system) while others generally will not accept such cases because of 
the lack of resources or because of other facilities available for the care of 
these conditions. Thus, plans are selective concerning the type of patients and 
conditions they accept though sometimes the restrictions imposed at the in- 
ception of a plan are relaxed once the programme has been in operation for 
some time. In stating their objectives, plans often refer in rather general 
terms to the problems of the aged and chronically ill. 


Costs 

In regard to the cost of home care and a comparison with the cost 
of corresponding hospitalization, it is difficult to draw more than general 
conclusions in the light of available evidence. The main difficulty lies in the 
lack of uniformity among plans as to the services provided, patients accepted, 
administrative arrangements, and auspices. This is paralleled by a similar 
variation in accounting practices. Part of the problem is the inclusion or 
exclusion of administrative costs, costs of drugs or the services of other 
agencies (€.g., out-patient departments) used by a home care plan. | 
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An illustration of the per diem cost of four selected home care plans 
is given in Table 15-4 which also shows the proportion of the administra- 
tive (overhead) component.* 


TABLE 15-4 PER DIEM COST OF FOUR SELECTED HOME CARE PLANS 











Plan ‘“‘A’”’ Plan “‘B”’ Plan “C”’ Pian “Dp” 
Cost Component (95 Patients) (77 Patients) (57 Patients) (168 Patients) 





$ Per $ Per $ Per $ Per 


Cent Cent Cent Cent 
SCIACCA ee 27 53 || 4.01* 54 | 1.99 35 1.14** 71 
Administration................ 2.24* 47 || 3.43* 46 1.66 45 || 0.45 29 
Tora PER DIeM............ eet, 100. 7.44 | 100. (3165) | 100.) soe | cdoon 


*Provisional figures. 

**Excluding the cost of physicians’ house calls ($0.07). 

Source: Kohn, R., Emerging Patterns in Health Care, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


The comparatively high proportion of administrative costs may be partly 
explained by the still largely experimental stage of the plans and the fact 
that they may not have reached their optimum capacity. The Toronto pro- 
gramme forecasts a reduction in the share of the administrative costs once 
it “has got down to business-like proportion’”’.? The report goes on to say: 


“One may have to explain why the administrative component at its best 
constitutes so high a percentage of total cost, greater than that found in 
most enterprise. This should present no difficulty as one makes it clear that 
in a home care program the administrative individual carries duties of 
promotion and interpretation, and of actual personal contact, far in excess 
of those of the basic executive function and that this feature will continue 
more or less for all time to be a determinant of this element of cost. 
Administration, in other words, is and will be more than overhead as 
commonly conceived”. 


Similar difficulties, as in the inter-plan comparison of per diem costs, 
arise in any attempt to compare the per diem cost of home care with that. 
of hospital care. We have seen that even in a hospital-based home care plan 


1Plan “A’’: City of Toronto, Department of Public Health, Pilot Home Care Program 
(Original Program). 
Plan “‘B’’: Same (Expansion Program). 
Pian “‘C’’?: The Moose Jaw Community Home Care Program. 
Plan ““D”: The Home-Care Medical Program of the Winnipeg General Hospital. 
2City of Toronto, Department of Public Health, Fourth Annual Report, Pilot Home Care 
Program, April 1, 1961-March 31, 1962, p. 21. 
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not all days are considered to be alternatives for hospital care. The per diem 
cost, on the other hand, is calculated for all days of care. It is possible that 
the home care per diem cost would be higher, were it calculated separately 
for the days actually substituting for hospital stay. Some general idea of the 
size of the per diem cost under home care on the one hand, and 
hospital care on the other, may be gained by a comparison of the range of 
these costs. The cost under the four selected home care plans ranges from 
$1.59 to $7.44 per patient-day. The corresponding cost per hospital day in 
1960 ranges from $4.94 in mental hospitals to $20.61 in general hospitals.’ 

The new approach to psychiatric care? emphasizes the advantages 
of treating patients in the community and in their familiar environment 
rather than isolating them in institutions. Rehabilitation, in physical or 
mental illness, also stresses the benefits of the earliest possible return of 
patients to their own social setting or one resembling it as closely as 
possible. All these trends mean new demands on a home care organization 
which puts at the physician’s disposal the range of services required by 
patients who do not need special services available only in the hospital, 
including full-time nursing supervision. 

The new emphasis on rehabilitation, in physical as well as mental 
illness, has other implications regarding the role and organization of 
the various health services. These will be briefly reviewed below. 

On the whole we conclude that in most cases home care will be 
cheaper than hospital care where 38.3 per cent of the operating cost in 
general and allied special hospitals is accounted for by general services? 
other than those provided by the service departments of the hospital.* 
There is the further saving in capital cost due to the reduced expenditure 
for hospital construction, if fewer hospital beds are needed. But this reason- 
ing is based on the viewpoint of the agency financing either home care or 
hospital service, not that of the patient or the community. Comparisons of 


1Costs per hospital day in 1960 were as follows: 


Alsi a Gece. ase eek ANS 4s puesta ide eared sos ev) pee cwwled Mackie, oes evita eee oe cdg $12.99 
PereralaNnd-allicd: NOSPILAls Mater ct ios acei ooo) ete eetetecdasvan teen as hoes ate 19.47 

ETCH ALD Seacrest td Ghent eek ieee Ode ay sev Pees eee et $20.61 

CHTOMERIOM CONV AICR Ce ib re tet ete eee ee 8.63 

OUEr Special me. acer hia A earner ao Rore on ete ee 19323 
mentalehospitalss © ace gS el cek 2 OE 5 ea sas alte ee es 4.94 
TIDES MIOSIS: NOSPILALS .ci.ns pe deasnsasee ater a tekoeas ance ares utve tee meee cate 10.41 


Source: Dominion Bureau of Statistics, Hospital Statistics 1960, Volume VI, Hospital 
Expenditures, Ottawa: Queen’s Printer, 1963. 

2See Chapters 5 and 8. 

2 That is: dietary with 13.1 per cent; laundry, linen service, and housekeeping with 8.3 
per cent; the rest being administration, and plant operation and maintenance; Dominion Bureau 
of Statistics, Hospital Statistics 1960, Vol. VI, Hospital Expenditures, Ottawa: Queen’s Printer, 
1963, p. 45. 

4Such as, for instance, nursing which accounted for 26.5 per cent of total expenditure; 
ibid. 
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the total operating cost would have to take into account the cost of main- 
taining the patient at home, which may be increased substantially where 
extensive housekeeping and other ancillary services are required. 


REHABILITATION 


The brevity of the treatment accorded this subject in our Report 
should not be permitted to reflect upon the importance we attach to re- 
habilitation. It received much prominence in the evidence submitted to us 
in the briefs and during the hearings, as well as in our research programme.+ 
Rehabilitation, however, is not a specific type of service but rather an objec- 
tive underlying a great variety of services, some of which are part of the 
traditional health services while others are new, at least to the health field. 

Rehabilitation, like the principle of prevention at the other end of the 
health service spectrum,” is part of the desirable approach to, and the 
‘philosophy of, health and health services. In a report such as ours we can do 
little more than underline the need for applying the principle of rehabilitation 
throughout the range of services given to the patient after disease or injury 
have struck. We also emphasize the need for strengthening those health 
services which are specifically oriented towards rehabilitation. Their com- 
ponents in terms of personnel and physical facilities are included in our 
evaluation of these resources elsewhere in this Report.’ But rehabilitation 
frequently means more than just medical restoration. 

It is not always easy to identify the point where treatment ends and 
rehabilitation begins. In principle one can say that treatment cures, arrests or 
alleviates the symptoms of illness or injury while rehabilitation is concerned 
with removing any residual consequences resulting from an illness. 

These residuals may be of a social or economic nature. In other 
words, we are no longer content with successfully amputating a man’s leg 
should this be necessary, but we are also anxious to restore him as closely as 
possible to his former social roles or to some role in the family and com- 
munity which he can successfully perform. For patients in the labour force 
ages, rehabilitation may mean aptitude tests, vocational or academic train- 
ing, placement, perhaps financial assistance. For children of school age 
special schooling may be required. Somewhat different will be the rehabilita- 
tion services for those above the retirement age who may be restored from 
helplessness and dependency to self-care and a considerable degree of inde- 


1 See also Kohn, R., op. cit. 
? Of prevention, diagnosis, treatment, and rehabilitation. 
1See Chapters 13 and 14. 
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pendence. For the very young, for example babies with congenital defects, 
it is a matter of habilitation—learning rather than rehabilitation—regain- 
ing something that had been lost. The aims and basic methods of rehabili- 
tation are the same, however, regardless of the patient’s stage in life. 

We have compared the principle of prevention with that of rehabili- 
tation, denoting a purpose rather than a specific service. Both also establish 
a link between health care and other measures or services making it practi- 
cally impossible to establish the boundaries of health, and therefore also of 
health care and services. In the field of rehabilitation we have established 
the need for specific services such as those of the physiatrist, the physio- 
therapist and other therapists, the psychiatrist and psychologist, and facilities 
such as the rehabilitation wings in hospitals and rehabilitation centres. 

The services typical of rehabilitation procedures have increased in 
Canadian hospitals in recent years, and what distinct units and centres are in 
operation in public institutions are of comparatively recent origins following 
those established earlier by the Department of Veterans Affairs and Work- 
men’s Compensation Boards. Table 15-5 shows the upward trend during one 
recent year in the percentage of general and chronic hospitals providing 
some of these services in organized units, the trend being more pronounced 
in the chronic hospitals. 


TABLE 15-5 PERCENTAGE OF GENERAL AND CHRONIC HOSPITALS 
WITH SPECIFIED ORGANIZED SERVICES, CANADA, 1959 AND 1960 











Per Cent of Hospitals with Organized Units 











Service General Hospitals Chronic Hospitals 

1959 1960 1959 1960 

Phiysicataviediciney sy) se ere anne = 5) Deo 5.4 jVA”2 
PHYSIOULUCLADY ante eee ee Bn Th Bie) 42.9 70.8 
Occupational Therapy........................ 3.4 3.8 23m 43.9 
Speechiaitherapy.s ee ee Ag) 23 Tel Lio 
SOCIALESCLVICE eae tees ee ee ae 4.4 4.6 10x 1202 





Source: Dominion Bureau of Statistics, Hospital Statistics, Vol. II, Hospital Services, 
1959, p. 76, and ibid., 1960, p. 92, Ottawa: Queen’s Printer, 1964. 


By 1962, physical medicine and rehabilitation services! were estab- 
lished in: 

30 general hospitals, 

10 chronic hospitals, 


1{nformation supplied by the Department of National Health and Welfare. 
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14 children’s hospitals, 
12 hospitals administered by the Department of Veterans Affairs. 


There were 43 independent rehabilitation centres, distributed as follows: 
16 general rehabilitation centres (for children and adults with any 

type of disability), 
23 children’s rehabilitation centres (including 11 for cerebral palsy), 


4 workmen’s compensation centres (Quebec, Ontario, Alberta, Brit- 
ish Columbia). 


Medical rehabilitation services in nearly all of the in-patient hospitals and 
centres! are directed by orthopaedists or paediatrists. 


The beds set up by 1962 in these rehabilitation units and centres total- 
led 18,840. Of these, 784 beds in 15 hospitals were designated as “rehabilita- 
tion’, “orthopaedic”, “geriatric”, “convalescent” or “polio”. Of the 1,693 
beds in the 10 chronic hospitals, 349 were similarly designated. Fourteen 
rehabilitation centres with in-patient facilities had a total of 933 beds.? 

The Department of National Health and Welfare estimates that in 
1962, at least 20,000 disabled persons were treated as out-patients or in- 
patients at the general and children’s rehabilitation centres in addition to 
some 12,000 treated at the workmen’s compensation centres. 

On the whole, rehabilitation services in Canada are insufficient. What. 
has been said recently of Ontario applies generally: 


“In certain areas there are few or no facilities for physical restoration, 
speech therapy, job assessment, psychiatric care, or provision of braces or 
artificial limbs. Most centres are located in the larger cities but even in 
communities where the greatest number of rehabilitation services exist 
they are barely adequate and there are waiting lists for admission”.” 


One might add that the potential of rehabilitation is as yet far from being: 
fully appreciated by the disabled and even some physicians. 

In addition to the facilities and services provided in hospitals and 
rehabilitation centres, there is a considerable number of clinics operated by 
voluntary agencies providing certain rehabilitation services but not the wide 
range found in the centres. These may be operated for certain types of dis- 
abilities or certain services such as physiotherapy. Some of these agencies. 
also employ mobile units to reach their patients. 


1 Generally covered under the provincial hospital insurance schemes. 

2567 beds in 9 general rehabilitation centres, 186 beds in 4 children’s rehabilitation 
centres, 180 beds in workmen’s compensation centres. 

8’ Godfrey, C. M., Jousse, A. T.: “Rehabilitation Facilities in Ontario,” in The Canadian 
Medical Association Journal, Sept. 28, 1963, Vol. 89, pp. 657-662. 
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Facilities and Personnel 


We have described rehabilitation not as a type of service but as 
a concept or objective receiving increasing emphasis at the various stages of 
treating the sick and injured. In particular, rehabilitation is not confined to 
hospital units or centres designated for this purpose: on the contrary, there 
is a strong tendency to get patients out of institutions and to adjust them as 
effectively as possible to their optimal role in the home and community. This 
applies to both physical and psychiatric disorders and care. The designation 
of certain facilities as “rehabilitation” is therefore arbitrary to a certain 
extent. We have found it difficult to distinguish clearly between treatment and 
rehabilitation. Similarly it is not always easy to separate facilities for rehabili- 
tation, convalescent, or geriatric care. For instance any hospital units desig- 
nated as convalescent, geriatric, chronic, or orthopaedic will have a strong 
element of rehabilitation service whereas on the other hand, beds earmarked 
for “rehabilitation”, may well be used for acute or chronic treatment. 

No general standard has as yet been developed for the bed require- 
ments for rehabilitation services, because we have nowhere reached all the 
disabled who could profit from rehabilitation. Therefore we do not know 
what the case load and the demand would be once we reach the saturation 
point: 


. . no matter how big your rehabilitation facilities may be, they seldom 
seem adequate to meet all of the hidden need.. .”! 


Desirable bed ratios ranging from 0.5 to one bed per 1,000 population are 
sometimes mentioned, as is the desirability of a rehabilitation unit in all 
general hospitals above a given size (from, say 100 to 300 beds), or a re- 
habilitation centre for communities with about 300,000 population or over. 

None of the recent major surveys of hospital needs carried out in 
various parts of Canada specify the number or ratio of rehabilitation beds 
required, though they invariably stress the need for strengthening the re- 
habilitation services in hospitals. The Saskatchewan Hospital Survey dis- 
tinguishes various levels of rehabilitation services, the most elaborate being 
provided by “base services”, followed by “regional”, “district”, and “itinerant 
services’.2 Because of the unknown reservoir of the disabled in the com- 
munity and the extent of treatment outside the hospital, the Survey of 
Hospital Needs in Metropolitan Toronto came to the conclusion that “there 


1 Carpendale, M. T. F., The Need for Medical Rehabilitation: Experience in Alberta— 
1956-1959, in “Rehabilitation in Canada,” Department of Labour, Ottawa, Summer 1963, p. 17. 

2Summary of Saskatchewan Hospital Survey and Master Plan 1961, Part I, A Report of 
the Hospital Survey Committee, Health Services Planning Commission, Saskatchewan Depart- 
ment of Public Health, Regina: February 1963. 
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is no magic formula for determining the number of beds or facilities required 
for the care of chronically ill children or of the physically incapacitated”. 

Nevertheless, physical medicine and psychiatry have developed a 
body of knowledge and techniques aimed directly at the rehabilitation of 
the handicapped. This has led to the establishment of rehabilitation units in 
hospitals and rehabilitation centres to supplement these units where necessary, 
and it has also brought about a strengthening of rehabilitation services and 
personnel in hospitals with or without a formal rehabilitation unit or re- 
habilitation beds.’ 

It is the social worker or the social service department that is 
instrumental in helping the patient to bridge the gap between the health 
service and other social services he may require. Sometimes this task is 
performed by the visiting nurse. In the context of modern rehabilitation 
services we also find psychologists, vocational guidance services, and place- 
ment officers attached to rehabilitation units or centres. The transition from 
occupational therapy to vocational training is sometimes far from clear cut, 
for instance in rehabilitation centres operated by Workmen’s Compensation 
Boards, and regular school classes which are held in rehabilitation centres 
for children. 

This emphasizes the need for closest co-ordination between the health 
services proper and other community services which are equally essential if 
the patient is to derive the full benefit from his medical restoration. These 
other services fall under the administrative jurisdiction of departments of edu- 
cation, labour, or welfare whose effective co-ordination is as difficult as it is 
necessary.°® 


Prosthetic Devices, Appliances, and Aids 


Among the services not discussed elsewhere in this Report is the 
provision of prosthetic devices, appliances, and aids which in many cases form 
an essential part of the rehabilitation process. 

The lack of data regarding the number and characteristics of people 
who could profit from modern rehabilitation procedures prevents any attempt 


1 Hospital Accommodation and Facilities for Children in Metropolitan Toronto, Part Six 
of a Study by the Committee for Survey of Hospital Needs in Metropolitan Toronto; November 
1962, p. 43. 

2 Saskatchewan Hospital Survey and Master Plan 1961, op. cit., estimates the minimum 
number of personnel required to staff “adequate hospital-centred rehabilitation programs” in 
Saskatchewan 1961-1970, as follows: 


ERP Cea EE a (S72 FC 2 ad ear MEE Pe ne RN RUST A IRE OME OA ole ee eo) 9 
USCS ROP SCTE 15! aa nO ae TOE ET ARPS” SP ete PUL OARS inl en aE ne 46 
(SETS CC eS 18 VOTRE 9) A NO Ale ee oN Be ee Rr er AE ener 18 
CIC EVO toh Pars see CONN te Pa cs asin can), Sloe Pa OOM, eh reniad e 6 
1 VGC TSR Ce (1 RNC) 9 lm Te Re RN He de eR OO rey hee ti 


The population of Saskatchewan is estimated in the Report to reach 971,204 by 1970. 
3A problem which will be further discussed in Volume II of this Report. 
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to estimate the extent to which specific services are or will be required. 
Further study and experience is needed but this does not diminish the need 
to take positive action in dealing with some of the groups that exist in this 
field.* 


CONCLUSION 


Home care and rehabilitation, two of the patterns of service emerging 
in the health services complex, are closely related. Like the new approach 
to the care of psychiatric disease and the development of medical group prac- 
tice, they do not so much represent new types of services as new methods 
of employing and organizing a multiplicity of services. While they do not lend 
themselves as we have observed, to the same kind of quantitative analysis to 
which we can subject matters of the supply of personnel and facilities, these 
new forms of organization of our health services will mean changes and shifts 
in the demand for specific services. To the extent, for instance, that a home 
care plan keeps patients out of the hospital, it will mean more time consuming 
home calls for the physician; on the other hand, however, the need for home 
calls will be less frequent due to the fact that visits by the nurse and other 
health workers in the home care plan will to some extent substitute for the 
physician’s visits. The new possibilities of active treatment and rehabilitation 
in the field of chronic disease, both physical and mental, will mean a shift 
from long-term largely custodial—and therefore less expensive—institutional 
care to shorter but costlier active care. This will result in better and more 
effective care and we may also find that the shorter duration of care with a 
a high unit cost will often compensate for the high total cost of long-term 
care with a lower unit cost. 

The characteristics and implications of new patterns in the organiza- 
tion, provision, and utilization of the various health services will be further 
discussed in Volume II of the Report. They are bound to be affected by the 
new methods of financing health services which we recommend. It may 
suffice here to stress the fact that good health services require not only per- 
sonnel and facilities, and not only an equitable way of financing but also an 
effective organization and co-ordination of the many facets of our system 
of health services proper and other community services required to supple- 
ment and complete, as in the course of rehabilitation, what medical science 
can accomplish. 

Having established the various benefits to be derived from organized 
home care programmes, and in view of the fact that experience has shown 


1See Chapter 2, Recommendations 113-115. 
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their particular contribution in the care of the aged and chronically ill, which 
are among our main health problems, we recommend measures to foster the 
implementation of home care plans.} 

We reiterate the importance of rehabilitation as an essential range 
of services in restoring the individual to a useful role in the community. We 
recommend measures to expand specialist manpower in the field of physical 
medicine? and the provision of physiotherapy and, where applicable, of 
prosthetic and orthotic devices, appliances, and aids, as medical benefits 
under the Health Services Programme.*® Because of the growing demand for 
prosthetic services of all types, as well as in order to keep pace with the rapid 
advances in the technology of the various devices, we also recommend that 
particular attention be given to research related to these matters.* 


1 Chapter 2, Recommendations 116-123. 

2 Chapter 2, Recommendations 151-152. 

3 Chapter 2, Recommendations 30(k) and (1), 113 and 114. 
4Chapter 2, Recommendation 115. 
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Drug Industry 


Our Terms of Reference require us to provide estimated costs of health 
services now being rendered to Canadians with projected costs of any changes 
that may be recommended for the extension of existing programmes or for 
any new programmes which we may suggest. 

Since prescribed drugs are an essential and integral part of health 
care, we pointed out in Chapter 2 that a comprehensive and universal health 
care programme should include them as a benefit.1 Our views are shared by 
the Canadian Pharmaceutical Association which stated that “any compre- 
hensive health care plan must include the provision of drugs and pharma- 
ceutical services’’.” 

Drug expenditures are a major drain on the financial resources of 
a consumer, particularly in cases of serious and prolonged illness requiring 
high priced drugs. We have established in Chapter 9 that expenditures on 
drugs are almost as large as outlays on medical care in Canada.* 

Many complaints were heard about high drug prices in Canada, but 
submissions from drug manufacturers claim that drug prices have risen less 
rapidly than prices of most other consumer goods and services.* In Chapter 
17, evidence is presented which indicates that drug prices in Canada are 
among the highest of any industrialized nation in the world, and that prices 
paid for identical drugs by the individual consumer are in a number of cases 
several times the prices for which these drugs can be made available through 
institutions, e.g., hospitals, government agencies, etc. 

Chapter 17 also examines the claim of the drug industry that drug 
prices on the whole have risen very little in the post-war period. This claim 
is based on the Drug Price Index which forms part of the Consumer Price 
Index compiled by the Dominion Bureau of Statistics. This Index covers 


1See Chapter 2, Recommendation 58. 

* The Canadian Pharmaceutical Association, Inc., brief submitted to the Royal Commis- 
sion on Health Services, Toronto, May 1962, p. 159. 

3’ Drug expenditures covering both prescribed and non-prescribed drugs in 1961 were 
equivalent to 95 per cent of expenditures made on physicians’ services in Canada in that year. 

* Canadian Pharmaceutical Manufacturers Association, brief submitted to the Royal 
Commission on Health Services, Toronto 1962, pp. 40-41. 
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five drug items whose prices have changed comparatively little over the 
post-war period, a minute fraction of the several thousand drug items in use 
in Canada as prescription drugs. It does not reflect many of the high priced 
pharmaceuticals that have come on the market in recent years. 

The data in Chapter 17 indicate that the majority of prescribed drugs 
are in the lower priced category. But, when prolonged or serious illness 
strikes, the cost of drugs payable by those who can frequently least afford 
to pay for them is a heavy burden on the families affected. 

We are primarily concerned with (1) assessing the essential role of 
prescribed drugs as part of an integrated health service, (2) estimating the 
costs of providing such services and the increased costs that may result from 
a more extensive programme recommended, (3) indicating some of the more 
important factors contributing to the level of drug costs and prices presently 
prevailing in Canada, and (4) recommending measures which governments 
could take to enable the drug industry to bring costs and prices of drugs 
down to a level which would be more acceptable to the Canadian public, 
and which would facilitate the implementation and financing of a compre- 
hensive prepaid drug programme in Canada such as we recommend in 
Chapter 2. 

In essence then we are concerned with what it would cost Canadians 
to obtain the necessary drug benefits and how the burden of providing such 
services can be shared effectively and equitably. 

In preparing the estimates of the future costs of a prepayment 
programme for prescribed drugs, we had to consider the question of whether 
we should base our estimates on the assumption that governments in the 
future will take an increasing interest in the subject of drug costs and prices 
and whether such growing interest might lead to measures designed to bring 
about prices of drugs in Canada as low as can be achieved through economic 
production and distribution while still maintaining high quality. 

As an alternative we would have had to assume that governments 
would leave drug prices to be settled in the market place and not change 
the various protective devices which apparently contribute to keeping up 
prices on drugs, e.g., certain provisions relating to patents, trademarks and 
tariffs. 

Chapter 9 indicates that the public is concerned about costs and 
prices of drugs and that in response to this concern a number of legislatures 
in Canada have pursued various inquiries and investigations leading to reports 
and recommendations dealing with the quality and price of drugs. We are, 
therefore, concluding that we should take account of the growing public 
interest in this area and the increasing concern shown by legislatures, and 
assume that the various inquiries undertaken or likely to be pursued in the 
future might lead to the adoption by legislatures of some measures directed 
toward lowering of prices of prescribed drugs sold in Canada. 
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In order to make the appropriate recommendations in the drug field, 
we have reviewed the structure of the Canadian drug industry, trends of 
costs and prices of drugs and the effect of legislative provisions on costs and 
prices. We have relied greatly on the numerous inquiries pursued by leg- 
islatures, and on the various submissions and evidence put before the Com- 
mission as well as on the work of other Commissions and Committees of 
Enquiry.* 

This chapter presents the existing pattern of manufacturing and 
distribution of drugs—the latter including wholesale and retail distribution—, 
foreign control of the drug industry in Canada, domestic production and 
imports, advertising and promotion, and research and development. In 
Chapter 17, which deals with drug costs and prices, an examination is made 
of the components of the present price and cost structure of drugs covering 
manufacturing, wholesaling and retailing, drugs imported and manufactured 
in Canada, price trends covering the post-war period, and an international 
comparison of drug prices. Chapter 17 also reviews existing legislation affect- 
ing the manufacture and distribution of drugs including the Patent Act, Trade 
Marks Act, Tariffs, and other legislation. 

This chapter and Chapter 17 also include an assessment of other 
problems in the drug field in Canada, some of which are of significant im- 
portance to merit consideration by governments. We have, therefore, made 
appropriate recommendations concerning drugs in Chapter 2.” 


EXISTING PATTERNS OF MANUFACTURE AND 
DISTRIBUTION 


Manufacture 


The Dominion Bureau of Statistics publication “Manufacturers of 
Pharmaceuticals and Medicines” for the year 1960 reports that the industry 
was composed of 198 establishments, and the selling value of their shipments 
amounted to $165 million. These manufacturing establishments are con- 
centrated in Ontario and Quebec which jointly account for 98 per cent of 
the total of 7,994 persons employed in the industry.* Approximately 92 per 
cent of the total value of all products shipped by the industry in 1960 
consisted of medicines and pharmaceuticals, the remainder was comprised of 
disinfectants, insecticides, toilet preparations, etc.* Of the total shipments 
of medicines and pharmaceuticals, 16 per cent consisted of proprietary 
products which comprise the familiar patent medicines and home remedies. 


1See Chapters 2 and 9. 

2See Chapter 2, Recommendations 58-82. 

3 Restrictive Trade Practices Commission, Report Concerning the Manufacture, Distribu- 
tion and Sale of Drugs, Ottawa: Queen’s Printer, 1963, p. 37. 

= Tbid.,. De 40. 
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In the Dominion Bureau of Statistics publication covering 1959, the 
industry was reported to comprise 188 establishments. Of these the 
Canadian Pharmaceutical Manufacturers Association estimated that about 
70 were multiple-line ethical drug manufacturers, 75 were multiple-line pro- 
prietary drug manufacturers, and the balance were agents, wholesalers and 
retailers who also manufactured some medicinals, plus packaging concerns 
and other suppliers. In addition there were two major companies, not listed 
by the Dominion Bureau of Statistics in that year, which did manufacture 
ethical pharmaceuticals and which were members of the Association." 

The principal types of manufacturers in the ethical drug field are 
described in the Green Book as follows: 


“(a) Manufacturers of basic drugs. Some firms, of which Fine Chemi- 
cals of Canada Limited is an example, simply manufacture basic drugs and 
sell these drugs in bulk to other firms. Also, U.S. and European firms which 
simply manufacture basic drugs maintain sales agencies in Canada. The 
large ethical drug firms mentioned in the next paragraph also manufacture 
basic drugs and some sell certain of these drugs in bulk form and in pre- 
pared dosage forms, in bulk quantities, to other manufacturers and dis- 
tributors. They also, of course, sell prepared dosage forms under their own 
labels through their own sales organizations to the trade and public. 


“(b) Large ethical drug houses. These firms specialize in ethical drugs, 
although they may carry a few proprietary drug lines. In some cases, one 
firm will operate in the ethical drug field while a related firm will operate 
in the proprietary medicine and sundry field. Thus, Bristol Laboratories of 
Canada, Ltd. is a related company to Bristol-Myers Company and Riker 
Pharmaceutical Company, Limited is the ethical drug firm of the Rexall 
Drug group. The principal characteristics of the large ethical drug firms are 
that they have the facilities to manufacture and prepare complicated drugs 
and dosage forms of these drugs, that they carry on research, that they are 
able to develop company specialties either by developing new drugs or by 
developing combinations which have or are claimed to have unique 
properties, and that they are able to carry out promotional activities on a 
scale that ensures that their products are known and recognized by the 
medical and pharmacal professions. These firms have established reputa- 
tions, which appear to be fully deserved, for high-quality products. Much of 
the research, development of specialty products and quality control 
exercised in the preparation of products is carried on outside Canada. 


“(c) Small ethical drug houses. These vary widely in size but seem 
to be generally differentiated from the large ethical drug houses not only 
on the basis of size or volume of business, but also because they do not 
deal in the newer and more complex drugs (unless they merely purchase 
such drugs for resale); they carry on little or no research,” “they are not 
able to develop new drugs or important specialties and they are unable to 
carry on elaborate promotional campaigns. The products which they do 
sell may be of high quality, indeed some have usually been purchased from 
the large ethical drug houses and are identical with those sold by the latter, 
but the small firms do not enjoy the same reputation as the large firms. 


1 Canadian Pharmaceutical Manufacturers Association, op. cit., p. 23. 

2 This statement is being disputed in representations to the Restrictive Trade Practices 
Commission; the President of Nordic Chemicals Limited denied the suggestion that no small 
drug houses carry on research on the same scale as their larger rivals. 
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“(d) Specialty firms in the ethical drug field. Some firms are small in 
terms of volume of business because they specialize in a particular field of 
drugs but, within that field, their products are generally recognized as being 
among the best available. An example is Baxter Laboratories of Canada, 
Limited which specializes in parenteral solutions and related products. 
(Baxter Laboratories of Canada, Limited is a wholly-owned subsidiary of 
Baxter Laboratories, Inc., Illinois.) 


“(e) Custom manufacturers and packagers. Some firms are custom 
manufacturers or packagers. They either buy or are supplied with the basic 
drugs and prepare dosage forms and package them for other firms. They do 
not, themselves, sell directly to the trade or the public. The information 
supplied to the Director indicates that the number of these firms is increas- 
ing, apparently as small manufacturers and distributors wish to add 
products made to their orders and specifications to their lines. 


“(f) Certain firms whose main business is in related fields are 
important distributors of drugs. Ingram & Bell Limited, for example, does 
the bulk of its business in surgical supplies and hospital equipment, but 
also does a large business in drugs. It sells drug products which it manufac- 
tures or has manufactured to its specifications and acts as the national dis- 
tributor for certain other manufacturers. 


“(g) Many foreign firms do not have branches or subsidiaries in 
Canada, but are represented by agents in Canada. These firms usually have 
a limited line of products and do only a relatively small amount of busi- 
ness in Canada. In these cases, the drug products come into Canada 
packaged and ready for resale.’” 


In their representations to us both the Canadian Pharmaceutical 
Association? and the Canadian Pharmaceutical Manufacturers Association® 
advanced the suggestion that the large number of firms in the industry and 
the small share of the market held by each, means that there is little con- 
centration of market power. The implication is that the existence of effective 
competition may properly be assumed. In our view, however, the statistics 
by themselves do not support such a conclusion. 

The facts are that in 1959, 38 firms reported factory shipments in 
excess of $1 million and accounted for 84 per cent of the total for the 
industry. The remaining 16 per cent was accounted for by 149 firms, 82 of 
which reported factory shipments amounting to less than $100,000.* Of the 
38 firms reporting factory shipments in the ethical drug field in excess of 
$1 million, 29 can be identified as follows: 


Abbott Laboratories Limited 

Anca Laboratories 

Ayerst, McKenna & Harrison Limited 
Baxter Laboratories of Canada Ltd. 
Bristol Laboratories of Canada Limited 


1 Green Book, op. cit., pp. 61-62. 

2 The Canadian Pharmaceutical Association Inc., op. cit., p. 42. 

38 Canadian Pharmaceutical Manufacturers Association, op. cit., p. 26. 
4 Ibid. 
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The British Drug Houses (Canada) Ltd. 
Burroughs-Wellcome & Co. (Canada) Ltd. 
Ciba Company Limited 

Charles E. Frosst & Co. 

Geigy Pharmaceuticals, Division of Geigy (Canada) Limited 
Frank W. Horner Limited 

Laboratoires Nadeau Limitée 
Lederle/Cyanamid of Canada Ltd. 

Eli Lilly & Company (Canada) Limited 
Merck Sharp & Dohme of Canada Ltd. 
The Wm. S. Merrell Company 

Ortho Pharmaceutical (Canada) Ltd. 
Parke-Davis & Company, Ltd. 

Pfizer Canada 

Poulenc Limitée 

A. H. Robins Company of Canada Ltd. 
Rougier Inc. 

Schering Corporation Limited 

Smith Kline & French Inter American Corporation 
E. R. Squibb & Sons of Canada Limited 
The Upjohn Company of Canada 
Warner-Chilcott Laboratories Co. Limited 
Winthrop Laboratories of Canada Ltd. 
John Wyeth & Brother (Canada) Ltd.* 


The competitive impact of the majority of the remaining firms in the 
industry is likely to be small and may thus not offer a major challenge to 
the position of the larger companies, most of whom have international 
connections. 

There is another more basic reason for questioning the suggestion 
that a large number of firms in the industry provides assurance that com- 
petition will be effective. This is that drugs are used to treat specific 
conditions. Many drugs do not have close substitutes and can scarcely be 
considered competing products in any real sense. Even where a number of 
drugs may be prescribed for the same condition, there may be few firms with 
competitive products on the market, if others have been excluded by the 
existence of patents, or the successful promotion of certain brand names. 
Where the consumer cannot substitute one product for another because of 
the specific character of the remedy or where the producer cannot shift from 
the production of one product to the production of another because of 
patent obstacles or the expense of promoting a new brand, it is necessary 
to consider the conditions affecting the supply of each individual drug in 
order to make a valid judgment about the degree of concentration or the 
effectiveness of competition which exists. 

In response to our request the Canadian Pharmaceutical Manu- 
facturers Association on April 30, 1962 provided us with answers in the 
form of a brief to a number of specific questions we had asked about the 


1 Green Book, op. cit., p. 146. 
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industry. For the purpose of answering the questionnaire a survey of 40 
pharmaceutical manufacturing companies was undertaken by Clarkson, 
Gordon & Co. of Toronto covering the year 1960, henceforth called the Clark- 
son Survey. Five firms were unable to provide a detailed breakdown of sales 
according to the classification required and the questionnaire therefore 
depended upon the answers received from 35 companies. These 35 com- 
panies reported sales of human pharmaceuticals of $102,633,000, or 62 per 
cent of total sales in Canada. They included most of the large companies 
referred to above by the Director of Investigation and Research under the 
Combines Act. Of the total sales by these companies of human pharmaceu- 
ticals $38.7 million or 37.6 per cent were sales to wholesalers; $37.1 million 
or 36.2 per cent were direct sales to druggists including drug chains and 
dispensing physicians; $19.8 million or 19.3 per cent took form of sales to 
general hospitals and institutions; $4 million or 3.9 per cent were sales 
to governments; and $3.1 million or 3 per cent represented export shipments. 
These 35 companies also made sales of veterinary pharmaceuticals, propri- 
etary medicines, chemicals and other products amounting to $16.9 million. 
Information covering sales to other manufacturers and importers was not 
given separately for these 35 companies. However, all 40 companies reported 
that they manufactured $3 million worth of merchandise, including $2.8 
million of human pharmaceuticals for other members of the Canadian Phar- 
maceutical Manufacturers Association. In the above breakdown, sales to 
governments, to hospitals, and on export are low-priced sales and therefore 
represent a higher proportion of volume than they do of value. 


Wholesale Distribution 


According to the 1951 Census of Canada there were at that time 
141 wholesale distributors of drugs and drug sundries.t From 1951 to 1959 
sales by all wholesale distributors of drugs increased by approximately 64 
per cent reaching a total of around $220 million in 1959.7 “True” drug 
wholesalers, which might be defined to include only those carrying a com- 
plete stock of pharmaceuticals, are estimated to have numbered only about 
42 in 1961. Apart from the wholesale distributor proper, the other main 
class of operation covered by the Census in the distributing depot which 
stocks and handles the products of one manufacturer only. Such depots are 
usually either owned or controlled by the manufacturer. 

A full-line drug wholesaler may stock upwards of 8,000 pharma- 
ceutical products, plus sick-room supplies, first-aid products, fine chemicals, 





1The 1961 data were not available when this chapter was drafted. This is another 
example of data losing their usefulness because of the time taken to publish them. 

7 Green Book, op. cit., p. 81. 

’The Canadian Pharmaceutical Association, Inc., op. cit., p. 61. 
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essential oils, elastic support products, health appliances, prescription glass- 
ware, patent and proprietary medicines, toilet articles and cosmetics, for a 
total inventory of some 27,000 items. A druggist can usually purchase more 
economically from a manufacturer than from a wholesaler. The druggist’s 
savings from direct buying may not be appreciable, however, unless his 
order reaches a minimum size. He is therefore likely to buy directly from the 
manufacturer those drugs which he sells in considerable quantity and 
to obtain from the wholesaler those drugs he sells in small volume. The 
wholesaler in effect carries the stock for the retail druggist and permits the 
latter to operate with a smaller inventory. 

Apart from the large number of items carried there are several other 
distinctive features about the operations of drug wholesalers. For example, 
it is necessary for a wholesaler to obtain a signed order from a licensed 
pharmacist before he may deliver any one of 452 narcotic preparations and 
929 “controlled drug” preparations. These items involve reports and records 
under the Narcotic Control Act and the Food and Drugs Act. Another dis- 
tinctive feature of the wholesale drug business is that shipments are usually 
made in less than case lot quantities thus requiring additional handling. 
Only 9 per cent of all orders are for original case quantities. Other uncom- 
mon features of the drug wholesale business are that many wholesalers 
provide same-day service and also maintain an emergency 24-hour service. 
Also many wholesalers employ registered pharmacists to maintain control 
over the handling of potent or restricted drugs. Finally, wholesale drug 
firms, whose main business is distributing the products of other manufac- 
turers, frequently package and sell a limited line of the more common pro- 
prietary drugs and household remedies under their own labels.2 

Nearly 96 per cent of total sales by drug wholesalers in 1957 were 
made to retaliers, only 2.5 per cent to hospitals and institutions, 1.5 per cent 
to other wholesalers and 0.2 per cent to other buyers. An indication that 
this situation may be changing is given in the submission made by Dr. J. L. 
Summers, Director of Pharmaceutical Services of the University Hospital in 
Saskatoon who said: “As far as the hospital is concerned, we use the whole- 
sale to a very large degree because we find it impossible to stock all drugs, 
and we use the wholesale as sort of an additional stock-room to get small 
quantities of drugs on very short notice. There are a number of suppliers 
who supply only through wholesale, and therefore in this area we deal with 
the wholesale in very large volume’”.* Also a survey of purchases by 162 


1 Tbid., pp. 60-61. 

? Green Book, op. cit., p. 62. 

* Department of National Health and Welfare Research and Statistics Division. Report 
on the Provision, Distribution, and Cost of Drugs in Canada, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964. 

“Transcript of evidence, Hearings, January 24, 1962, Vol. 19, p. 4467. 
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hospitals in Ontario, covering the year 1959, showed that smaller hospitals 
obtained almost 23 per cent of their drugs from wholesale distributors, while 
even the larger hospitals affiliated with the medical schools obtained almost 
16 per cent of their drugs from the same source.* 


Retail Distribution 


Drugs are available to the consuming public or to segments of it 
through retail pharmacies, hospital pharmacies, dispensing physicians, gov- 
ernment agencies, industrial dispensaries, volunteer and other health agencies, 
and private institutions such as nursing homes, etc. Physicians in every 
province may legally dispense the drugs which are required by their own 
patients. Also, under certain circumstances, they may register to provide 
pharmacy services to other than their own patients. This is particularly 
common in remote areas. As much as $15 million worth of drugs at retail 
value may be dispensed in this way.” The government agencies which actually 
dispense drugs include the federal departments of National Defence, of 
Veterans Affairs, and of National Health and Welfare (Indian and Northern 
Health Services), provincial government dispensaries for some indigent and 
welfare cases, and at the municipal level, community health offices providing 
immunization services, and some school boards which provide vitamins, etc. 
Industrial dispensaries, in addition to acting as first-aid stations, may make 
drugs available for on-the-job needs and prophylaxis programmes.? 

The various services provided by the retail pharmacist may be sum- 
marized as follows: 


1. Maintaining adequate supplies of drugs even of those in little demand. 

2. Standing subject to call 24 hours a day. 

3. Acting as a source of information to the physician regarding the 
efficacy or contra-indications of drugs. 

4. Acting as a reminder to the customer with regard to the proper 

ethod of using the prescribed drug. | 

5. Acting as a check on possible errors in the physician’s prescription. 

6. Maintaining a close check on repeat prescriptions. 

7. Assuming legal responsibility for dispensing certain drugs (there is 
a wide range of drugs and poisonous materials apart from prescription 
items, the retailing of which is restricted by law to pharmacists). 

8. Making the pharmacy premises available as a place of first aid. 

9. Stocking vaccines for public health programmes. 


1Report of the Select Committee of the Ontario Legislature on The Cost of Drugs, 
1963, Appendix C. 

2 Department of National Health and Welfare, Research and Statistics Division, op. cit. 

8 Ibid. 
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10. Giving customers advice on the relative merits of non-prescription 
products for treatment of self-diagnosed minor ailments. 


Over the years there has been a great increase in the supply by 
manufacturers of drugs already put up in prepared dosage forms. As a 
result, in most cases less than 50 per cent’ of the druggist’s time is devoted 
to professional dispensing work as distinguished from selling activities related 
to other merchandise.? The Saskatchewan Pharmaceutical Association esti- 
mated that just under 10 per cent of all prescriptions issued in Saskatchewan 
retail drug stores are compounded in the store.* Even this low figure appears 
to be somewhat high judged by other estimates which were given to us. In 
British Columbia in 1960, compounded prescriptions are estimated to have 
accounted for 3 per cent of the total number of prescriptions and only 2.5 
per cent of the total dollar volume.* In its Report the Restrictive Trade 
Practices Commission quotes two other estimates, both based on surveys, 
one by the Alberta Pharmaceutical Association which reached the conclusion 
that only 3.96 per cent of all prescriptions in that province were compounded 
by the pharmacist, and the other by Dean F. N. Hughes and Professor G. C. 
Walker who estimated that only 5 per cent of all prescriptions were com- 
pounded by pharmacists. The result of this change, according to the Canadian 
Pharmaceutical Association, is that “‘. . . In practice, pharmacy techniques 
have become less important, while Pharmacy’s knowledge of medicinals, their 
uses, contra-indications, dosages and toxicity have become increasingly 
Vitale eee 


The most important reason for the increased supply by the man- 
ufacturer of drugs in dosage form is that dosage forms of certain of the 
newer drugs and combinations of drugs particularly, require more elaborate 
control and handling than can be done conveniently at the pharmacist’s level. 
There can be little doubt, however, that a contributing reason for the change 
is the increasing use of trade names for particular combinations of ethical 
drugs. In any event, the evidence presented to us supports the contention 
that the role of the pharmacist is changing requiring more intensive profes- 
sional training. The majority of provinces in their regulations governing the 
registration of pharmacists now require four years of academic training and 
a relatively short period of apprenticeship.® In such circumstances where the 
druggist is highly qualified academically he may act as a valuable consultant 


1 Transcript, op. cit., January 24, 1962, Vol. 19, p. 4432. 

2See section on drug retailing in Chapter 17. 

8 Transcript, op. cit., January 24, 1962, Vol. 19, p. 4432. 

4 [bid., February 21, 1962, Vol. 29, p. 6312. 

5 Restrictive Trade Practices Commission, op. cit., p. 384. 

6 Department of National Health and Welfare, Research and Statistics Division, op. cit. 
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to the physician on the efficacy and safety of drugs, and as a source of 
current information about drugs for the physician. 

Dominion Bureau of Statistics figures for 1961 show that independent 
drug stores had total sales of $362 million and chain drug stores had total 
sales of $56 million.* According to the Canadian Pharmaceutical Association 
about 90 per cent of all drug stores are individually owned and operated. 
The chain stores numbered only 431 stores altogether and these were operated 
by 39 companies so that it is clear there are no giants in drug retailing.” 
The Association’s annual survey for 1960, (which is based on 664 pharma- 
cies or one out of every eight in Canada) reveals that the average Canadian 
retail pharmacy reporting had a sales volume of $106,688. The average 
pharmacy dispensed 8,846 prescriptions or 24 per day, at an average price 
of $3.06.2 However, 61 per cent of all druggists sell below the average sales 
~ volume, and in fact 11 per cent sell below $50,000 per annum.* 

The annual surveys conducted by Professor H. J. Fuller on behalf of 
the Canadian Pharmaceutical Association reported in the Canadian Pharma- 
- ceutical Journal, show that prescription sales are becoming an increasingly 
important part of the average retail druggist’s business. The following are 
the percentage figures based on the surveys in the indicated years: 


ier! jf me 
1952 18.2 
1953 16.3 
1954 19.8 
ODD 20.0 
1956 ppl 
1937 25.1 
1958 23.6 
1959 26.0 
1960 25.0 
1961 26.0 


The point was made to us in our hearings that in many cases it was 
possible for retail druggists to provide pharmacy services to their community 
only because they were also selling a great many other products. 

The Canadian Pharmaceutical Association stated that the “average” 
Canadian retail pharmacy, covered in the Association’s annual survey, 
reported that 25 per cent of sales were from prescription drugs and 75 per 
cent from sundry items.° The Association concluded that most stores could 





1 Restrictive Trade Practices Commission, op. cit., p. 380. 

2 Ibid. p. 386: 

8 Canadian Pharmaceutical Journal, Volume 94, Number 9, September 1961, pp. 2 and 3. 
4 The Canadian Pharmaceutical Association Inc., op. cit., p. 70. 

> Ibid... p. 69: 


74563—43 


652 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


not survive if their operations were confined to pharmacy services.* A similar 
point was also made by the Ontario Retail Pharmacists’ Association: “the 
pharmacist in answer to public demand entered into what has been called 
the drug sundries field and the bulk of the business of the retail pharmacy 
today consists of drug sundries”’.? 

The Select Committee of the Ontario Legislature observed that it 
is “economically essential for a pharmacy to sell commodities and merchan- 
dise other than drugs. The revenue from the operation of a pharmacy which 
can be allocated to the prescription department averages slightly more. than 
20% of the gross store revenue from sundries and non-proprietary items’’.® 

The Select Committee went on to say: “Another anomaly in pharmacy 
operation which was brought to our notice is the situation wherein a phar- 
macist is required to be on duty at all times while his store is open. This 
presents an obvious difficulty to the store with only one pharmacist who, in 
order to leave the premises for any purpose, must close his store with an 
ensuing loss of revenue and presumable inconvenience to his customers”.* 

While presumably a drug store could stay open when the pharmacist 
left the premises for a short period after closing the section devoted to 
drug dispensing, clarification of the appropriate provincial legislative pro- 
visions seems desirable to deal with the presentations made by retail druggists. 

In Manitoba a spot check of pharmacies in different areas of the 
province disclosed that the number of prescription drugs stocked, ranged 
from 1,300 to 5,700.° In this survey approximately 5 per cent of all the 
drugs stocked bore an expiry date, that is, after a given date they might 
not be dispensed but had to be destroyed. This points to one of the special 
features of the retail drug business. 

The retail pharmacist cannot merchandise his prescription drugs in 
the same way as an ordinary merchant. He cannot decide to have a sale 
because he is over-stocked or wishes to put in a new line, or wishes to 
dispose of a slow-moving line. He must wait upon the physician’s prescrip- 
tion. As a result retail pharmacists do not have the same opportunity to 
engage in bulk purchasing of drugs as is possible, for example, in the case 
of large hospitals where the requirements for the more commonly used drugs 
can be anticipated fairly readily and purchases made accordingly. The retail 


1Jbid., pp. 66-71. 

2The Ontario Retail Pharmacists’ Association, brief submitted to the Royal Commission 
on Health Services, Toronto, May 1962, p. 7. 

2 Report of the Select Committee of the Ontario Legislature, op. cit., p. 30. 

“1bid. 

5 According to the Manitoba Pharmaceutical Association the number of drugs stocked 
depends mainly upon the number of physicians serving the area. The Manitoba Pharmaceutical 
Association, brief submitted to the Royal Commission on Health Services, Winnipeg, January 
1962, p. 16. 

6 Against this there is the practice of the drug manufacturer or wholesaler taking back 
outdated stock. 
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druggist, on the other hand, cannot readily do much bulk purchasing. If he 
did he might find that apart from having to meet the cost of maintaining 
an excessive inventory he could not sell the medication before it lost potency 
or otherwise deteriorated.* 

Drug stores in Canada are not only growing in number, in 1962 
there were 4,937 versus 4,325 in 1951, but they are growing larger. If the 
total population is divided by the total number of pharmacies to give the 
average number of persons served per pharmacy, the figure for 1962 is 3,761 
versus a figure of 3,418 for 1951.2 Naturally the density of drug stores in 
relation to population varies considerably across the country. In 1960 the 
highest density existed in Saskatchewan where there was one drug store to 
serve every 2,849 people and the lowest density existed in Newfoundland 
where there was one retail pharmacy to serve 8,650 people.? According to 
the Canadian Pharmaceutical Association there are 674 communities in 
Canada which are served by only one pharmacy.* 

The opinion was expressed by the Canadian Pharmaceutical Associa- 
tion that throughout the 1950’s the development of large shopping centres, 
the growth of the self-service idea in selling and other modern merchandising 
practices have altered both the appearance and the method of operation of 
the drug store. In the face of these developments the independent druggist 
finds himself at a competitive disadvantage in many ways, and as a con- 
sequence there appears to be taking place a gradual concentration of owner- 
ship into fewer hands. The larger chains are said to be expanding their out- 
lets and the smaller chains, possibly with ten or less stores, are steadily 
growing in number.® 

The Canadian Pharmaceutical Association made the point that in 
the larger cities there are some areas which appear to be over-serviced from 
the standpoint of the number of outlets. The Ontario Retail Pharmacists’ 
Association,® the Pharmaceutical Association of the Province of British 
Columbia,’ the Manitoba Pharmaceutical Association and the Saskatchewan 
Pharmaceutical Association also expressed the opinion that some saving 
might be possible if dispensing were concentrated in larger pharmacies, but 
the latter two qualified their comments by saying that most customers want 
the services of a community drug store.’ To the extent that customers really 
desire the services of a community or neighbourhood drug store as indicated 
by their willingness to pay higher prices for drugs, such stores will survive. 

1Transcript, op. cit., May 10, 1962, Vol. 50, p. 9561. 

2 Restrictive Trade Practices Commission, op. cit., p. 378. 

8 The Canadian Pharmaceutical Association, Inc., op. cit., p. 85. 

‘ Ibid., p. 71. 

5 Tbid., p. 86. 

®The Ontario Retail Pharmacists’ Association, op. cit., p. 30. 

7 The Pharmaceutical Association of the Province of British Columbia, brief submitted 


to the Royal Commission on Health Services, Vancouver, February 1962, p. 30. 
8 Restrictive Trade Practices Commission, op. cit., p. 392. 
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To the extent that customers wish to have drugs dispensed at the lowest 
possible cost, it will be in their interest to encourage the development of 
dispensaries with a large turn over, which among other things can fully utilize 
the services of the professional pharmacist. 

In many European countries the organization of the distribution of 
drugs differs greatly from that on the North American continent, and does 
not rely primarily upon market forces to control the density and location 
of retail pharmacies. An alternative system is illustrated by Denmark where 
the number and location of pharmacies is rigidly controlled. The activity of 
the pharmacist is confined to pharmaceuticals and one pharmacy under these 
circumstances is able to provide whatever pharmaceutical services are neces- 
sary for every 13,000 persons.! Because of the much greater distances in 
Canada it would not be practical for Canada to operate on such a ratio nor 
do we necessarily wish to follow a system of rigid control and allocation. But 
our objective should be to aim at maintaining greater flexibility in our distribu- 
tion system than has been the case so far. The following comment by the 
Dean of the Faculty of Pharmacy, University of Toronto, appears appropriate: 


“Proposals are sometimes made that medicines should be purchased centrally 
and distributed by a government agency, or alternatively that distribution 
to patients be through dispensaries established in clinics or in health 
centres. All aspects of the provision of pharmaceutical benefits were con- 
sidered in the United Kingdom by the Committee on the Cost of Prescribing 
appointed by the Ministry of Health in 1957 under the chairmanship of 
Sir Henry Hinchliffe, after the National Health Service had been operating 
for some eight years. In connection with government purchase and dis- 
tribution the Committee reported, in part: ‘the high cost of setting up such 
a service as well as the administrative expenses often associated with 
central organizations would almost certainly increase the cost of medicines 
rather than reduce it.’ In regard to distribution through Health Centres the 
Committee stated, in part: ‘If Health Centres were to take over N.H.S. 
dispensing, the patients or those who fetch their medicines would, in many 
instances, have to travel long distances. The alternative of small dispen- 
saries as widely scattered as retail pharmacies would be hopelessly expen- 
sive . . . The large number of retail pharmacies is only economically 
possible because two-thirds of their turnover is obtained from ordinary 
business and only one-third from N.H.S.’ The Committee, therefore, con- 
cluded: “There is no satisfactory alternative to the present system of 
supplying National Health Service medicines through the established retail 
channels. If purchase and distribution of medicines were undertaken cen- 
trally or through Health Centres costs would increase.” 


In our view it is in Canada’s interest to make more effective and fuller 
use of professionally trained pharmacists and that this objective can be 
achieved by encouraging the development of high-volume dispensaries. 


1Tbid., p. 408. 

2 Statement by the Dean of the Faculty of Pharmacy, University of Toronto respect- 
ing certain opinions of the Faculty concerning Pharmaceutical Services under a Comprehensive 
Medical Care Plan, submitted to the Royal Commission on Health Services, Toronto, May 1962, 
pp. 2 and 3. 
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Another problem facing the retail pharmacist is the lack of stan- 
dardization in marketing drugs in pre-packaged form leading to higher costs 
for the consumer and possible losses on the part of the pharmacist in cases 
where he is required to break large lots into smaller doses and where he 
cannot return the unused balance to the drug manufacturer once the drug 
has lost its therapeutical effectivness. On this point the Select Committee 
of the Ontario Legislature suggested: “That a more rational standardization 
of packaging be considered. Pills to be packaged in standard quantities and 
liquids in standard size bottles to permit the medical practitioner to pre- 
scribe according to the size of the package available and thus reduce the cost 
to the patient and any loss to the pharmacist which may ensue due to splitting 
packages”’.* 

While the matter of standardization is generally one to be resolved 
between the drug manufacturer and the drug retailer, good common sense 
suggests that efforts should be made by these two groups to achieve increas- 
ing standardization in packaging and marketing of drugs to make it possible 
for the industry as a whole to pass on the resulting economic benefits to the 
consumer. 


Foreign Control of the Industry 


The Green Book refers to an address by John T. Connor, President 
of Merck & Co. Inc. on March 17th, 1960 which indicated that in 1959 the 
ten drug companies in the United States having the largest sales in order 
were: Lilly, Upjohn, Smith Kline & French, Cyanamid, Parke-Davis, Wyeth, 
Merck, Squibb, Abbott, and Pfizer.* These firms all have branches or sub- 
sidiaries in Canada. These 10 plus Frosst which is a Canadian company, and 
Horner and Ayerst which though originally Canadian companies are now 
also American subsidiaries, are the 13 largest firms in the ethical dmg 
field in Canada (Connaught Medical Research Laboratories is not included 
since, though competing with commercial firms in some areas it is a non- 
profit organization). All 13 companies have annual sales in excess of $4 
million each and are the only ethical drug firms in Canada having sales of 
this magnitude. 

The Clarkson Survey for the year 1960 covered 40 firms which 
reported sales of human pharmaceuticals amounting to $108 million in value 
and representing the bulk of all ethical drugs sold in Canada. According to 
the Department of National Health and Welfare, of these 40, only 4 appeared 
to be Canadian-owned and controlled. The remainder are branches or sub- 
sidiaries of 28 American and 8 European companies.* 





1 Report of the Select Committee of the Ontario Legislature, op. cit., p. 51. 
2 Green Book, op. cit., p. 240. 
8 Department of National Health and Welfare, Research and Statistics Division, op. cit. 


656 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


One of the consequences of the foreign domination of the Canadian 
drug manufacturing industry and at the same time a further measure of the 
degree of such dominance, is the extent to which drug patents are held by 
foreign firms. To answer a question in the House of Commons, the Patent 
Office compiled information about patents granted and compulsory licences 
issued for 14 important pharmaceutical products. The return compiled by 
the Patent Office is reported in the House of Commons Debates for February 
10, 1960.1 The 14 products were: nystatin, tyrothricin, neomycin, dihydro- 
streptomycin, streptomycin, tetracycline, oxytetracycline, meprobamate, chlor- 
promazine, chlorothiazide, chlorotetracycline, erythromycin, chloramphenicol, 
and penicillin. There were 395 patents granted which related to these 14 
products. Of the 395 patents only 9, that is less than 2.3 per cent, were 
held by genuine Canadian firms. There were only three such firms. In 
addition there were only two other Canadian companies holding licences 
under patents. These related to 3 drugs and were owned by American 
firms.” 


The dominance of the Canadian industry by foreign firms has a 
number of consequences. One of these is that the Canadian market tends 
to be supplied by subsidiaries or branches of foreign firms with basic drugs 
which they obtain from parent or related companies. As the Green Book 
points out, the fact that Canadian branches and subsidiaries rely so heavily 
on foreign sources of supply makes it necessary to be careful in appraising | 
the reported costs of such firms.’ A corporation operating a wholly-owned 
subsidiary company will normally try to manage the affairs of both the 
parent and subsidiary so as to maximize profits. Considerations of efficiency 
may result in certain operations being handled by one firm for the 
group. Considerations relating to tax or tariff advantage may make it desir- 
able for the supplying firm to take a large mark-up in some cases while in 
other cases it may be to the advantage of the international organization for 
the supplying firm to sell to related firms at prime cost so that the related 
firms take most of the mark-up. As a result the price charged by a parent 
to a subsidiary in the drug industry may be an arranged price in the sense 
that it may not be the same price which the parent would charge an inde- 
pendent firm.4 The true costs may be further obscured where the product 
purchased by the Canadian subsidiary or affiliate is in an unfinished state 
and for which there is no outside market by which the price charged to the 
subsidiary might be tested. 





1See p. 929. 

2 Department of National Health and Welfare, Research and Statistics Division, op. cit. 
8 Green Book, op. cit., p. 240. 

4 Tbid. 
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DOMESTIC PRODUCTION AND IMPORTS 


The Report of the Restrictive Trade Practices Commission indicates 
that in 1960 imports of drugs represented 17.5 per cent of Canadian domes- 
tic supply (technically “disappearance”). This is a decline from 20.2 per 
cent in 1955. Import figures include not only some finished dosage forms of 
drugs but medicinal chemicals and semi-manufactured drugs for further 
processing. The apparent share of the market accounted for by imports does 
not reflect the competitive impact of such imports which is in fact less than 
the figures indicate.! 

Statistics available are inadequate to gauge effectively the extent to 
which the Canadian market is supplied by ethical drugs manufactured in 
Canada for several reasons. First, we would require a different compilation 
of import figures followed by appropriate analysis. Secondly, we would 
require an acceptable concept of what is meant by “manufactured” in the 
drug field and have figures compiled accordingly. We need more knowledge 
_ in this field if appropriate policy decisions are to be made and we make 
recommendation to undertake studies.” 

In the representations made to us by the Canadian Pharmaceutical 
Association a useful breakdown of the manufacturing process in the ethical 
drug industry was suggested. First, there is the extraction or synthesis of the 
medicinal chemical. Second, there is the purification of the crude drug still 
in bulk forms. Third, there is the fabrication of the individual dosage 
forms, which may or may not include the compounding of several active 

ingredients. Finally, there are the packaging and labelling procedures though 
these are not considered by the Association to be part of the real manu- 
facturing process.? In the Clarkson Survey in 1960, 81.5 per cent of the 
total sales volume was said to be manufactured and packaged in Canada, 
11.8 per cent was said to be made outside Canada but packaged here, while 
6.7 per cent was manufactured and packaged in other countries.* This 
analysis does not distinguish between manufacture defined to include the 
fabrication of dosage forms, and manufacture defined to include the earlier 
steps mentioned above. 

The manufacturers of medicinal chemicals are primarily concerned 
with producing the active ingredients that go into the compounding of phar- 
maceutical preparations. The Canadian Pharmaceutical Manufacturers Asso- 
ciation acknowledged that the majority of these active ingredients, which 
constitute the bulk drugs which the ethical drug manufacturers in Canada 


. 1As a matter of interest, exports in 1960 represented only 3.6 per cent of domestic 
shipments, a decline from 4.2 per cent in 1955. Restrictive Trade Practices Commission, op. cit., 
p. 44. 

2See Chapter 2, Recommendation 81. 

8 Transcript, op. cit., May 25, 1962, Vol. 60, p. 11425. 

Canadian Pharmaceutical Manufacturers Association, op. cit., p. 24. 
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formulate or compound into dosage form, have to be imported. It is also 
acknowledged that in some cases the active ingredients could be taken by the 
patient direct, but they must be completed, manufactured and placed in the 
dosage form. 

In the production of medicinal chemicals the necessary equipment 
is expensive. The Canadian Pharmaceutical Manufacturers Association indi- 
cates that a large volume is required to make the installation of such equip- 
ment economic, and in most cases, the Canadian market alone is not big 
enough to justify the necessary capital investment. International companies 
have so far generally preferred to supply Canada with the medicinal chemicals 
from the United States, the United Kingdom, etc., where they have assured 
access to markets larger than the Canadian.” At the present time, according 
to professor J. L. Summers of the University of Saskatchewan there is only 
one antibiotic being produced in Canada.* Merck, which used to manufacture 
fine chemicals in Canada, closed its plant, it is said purely on economic 
grounds. Similarly, at the end of World War II, penicillin production by the 
fermentation process was being carried on in Canada but it was subsequently 
discontinued. 


ADVERTISING AND PROMOTION 


Ethical drugs are a unique group of commodities in that they may be 
referred to in three distinctly different ways: First, by its chemical name, 
secondly, by its “proper” name, and thirdly, by its brand name. We have 
defined these terms in Chapter 9. 

In practice neither chemical names nor proper names are widely 
used in prescriptions. The percentage of all prescriptions for which prepara- 
tions selling under their proper names were available on the Canadian 
market, is estimated to have been between 35 and 50 per cent in 1960 and 
may have reached 62 per cent in 1962. However, the Restrictive Trade 
Practices Commission concluded that the percentage of prescriptions with 
respect to which proper name drugs could conveniently be dispensed may 
have been as low as 18 to 20 per cent.® There are few drug supply firms in 
Canada offering drugs by generic name. It was presented to us that the main 
ones were Empire Laboratories Limited of Toronto, Jules R. Gilbert Limited 
of Toronto and Starkman Chemists Limited of Toronto. The Alberta Phar- 


1 Transcript, op. cit., May 18, 1962, Vol. 56, p. 10595. 

2 Tbid., p. 10649. 

8 Ibid., May 25, 1962, Vol. 60, p. 11426. 

*Canadian Pharmaceutical Association, Inc., op. cit., p. 53. 

° Restrictive Trade Practices Commission, op. cit., p. 436. 

® The Government of the Province of Alberta, brief submitted to the Royal Commission 
on Health Services, Edmonton, February 1962, p. 108. 
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maceutical Association conducted a survey of 40 representative stores in 
seven centres in Alberta to determine the relative popularity of brand names 
in a total of 3,491 prescriptions. Of these, 3,119 or 89.3 per cent were written 
for brand name products, 243 or 6.7 per cent were written using generic 
terminology, and 129 or 4 per cent were compounded in the pharmacy and 
some of these may have been prescribed by generic name.’ At our hearings 
in February 1962, the Alberta Pharmaceutical Association indicated that 
physicians in Alberta were still prescribing brand names over generic names 
in the proportion of 15 to 1.7 Similar results were disclosed by surveys 
conducted by Prescription Services Inc. and by Drug Merchandising.? 

The Select Committee of the Ontario Legislature concluded in its 
Report: “Some generic names are longer and more cumbersome than trade 
names and there is a preference on the part of the physician to prescribe 
by the trade name, although the teaching practice in medical and pharmacy 
faculties tends to encourage the use of generic names. . . Price differences 
between drugs marketed under generic names and drugs marketed under 
trade names were significant in some instances’’.4 

The Select Committee further observed: “Not all drugs lend them- 
selves to sale by generic name due to compound preparations which are a 
combination of several drugs and do not usually have a generic name. This 
limits the number of manufacturers who market the product and restricts 
competition”’.® 

Other things being equal, the wider use of proper or generic names 
in prescriptions would carry with it certain advantages. It would mean that 
any one of the several brand names® might be used to fill a prescription thus 
opening up at least the possibility of price competition. If appropriate safe- 
guards are taken with respect to purity or potency of medications, the in- 
creasing use of proper name drugs could greatly reduce the number of 
products a retail pharmacist is obliged to carry, making it possible to reduce 
operating costs leading to lower prices. The point has been made that brand 
names in some cases are simpler and hence easier to remember. But against 
this, it may not be necessary for the physician to learn the various brand 
names but only the less numerous generic names. There is evidence that 
similar spelling or pronunciation in brand names may lead to confusion and 
that the use of brand names of the rarer type drugs which do not provide 
information with respect to the contents of the drug are not as helpful to 


1 Restrictive Trade Practices Commission, op. cit., p. 423. 

2 Transcript, op. cit., February 13, 1962, Vol. 23, p. 5231. 

3 Restrictive Trade Practices Commission, op. cit., p. 431. 

4Report of the Select Committee of the Ontario Legislature, op. cit., p. 24. 

5 Tbid., p. 49. 

®The brand name of a drug as such does not signify purity, potency, etc. The name 
must be followed by its authority: British Pharmacopoeia, United States Pharmacopoeia, 
British Pharmacopoeia Commission, National Formulary, etc. The brand name simply reflects 
’ the reputation of the manufacturer. 
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prescribing physicians as more descriptive drug names. When drugs are 
called by their proper names, assuming that the proper names have been 
carefully chosen, the relationship among the drugs is clear. Examples of 
properly named related drugs are quoted by the Restrictive Trade Practices 
Commission: tetracycline, oxytetracycline, hydrochloride, chlortetracycline, 
and dimethylchlortetracycline.* 

We are facing in Canada a number of difficulties in an effort to use 
increasingly proper name prescriptions. The main obstacle appears to be 
uncertainty about the purity or potency of drugs carrying only generic names. 
At the present time in the absence of any indication in a prescription using 
generic terminology, that the product of a generic manufacturer should be 
dispensed by the pharmacist, he is free to fill it with a brand name. A survey 
conducted by Drug Merchandising and published in July 1962 established 
that in 62 per cent of the cases where generic prescriptions were written, 
druggists in fact filled them with brand name products.” This in part explains 
the limited results achieved by an Act of the Province of Alberta which was 
proclaimed on April 5, 1962 which permitted druggists to substitute a generic 
for a brand name in a prescription unless substitution was specifically for- 
bidden by the physician. Although only a short time elapsed between the 
passage of the Act and the time when witnesses appeared before us to speak 
on this point, the Canadian Pharmaceutical Association expressed the opinion 
that there had been no change whatever in the prescribing habits of 95 per 
cent of the physicians in Alberta.* This opinion was shared by the Canadian 
Pharmaceutical Manufacturers Association who said that the Act had not 
made a measurable difference in the prescribing habits of physicians or 
dispensing habits of pharmacists.* 

As suggested above, the wide use of brand or trade names plays 
an important part in modifying the competition which exists among drug 
firms. Product differentiation here is of much greater significance than it is 
in the case of those products which the consumer can choose for himself. In 
other circumstances, price can be used as an effective competitive weapon 
for winning sales from a highly-advertised rival product. This is not generally 
so in the drug industry. Instead of using one trade or brand name for its 
line of products, as for example a soup company does, a drug firm usually 
uses a different trade name for each particular drug. This is a selling practice 
which is unique to the drug industry. The main purpose is to displace the 
chemical or proper name. If this is done successfully and physicians generally 
adopt the trade name in writing their prescriptions, a rival product is un- 


1 Restrictive Trade Practices Commission, op. cit., p. 446. 
* Ibid, Dp. 432. 

8 Transcript, op. cit., May 25, 1962, Vol. 60, p. 11450. 

4 Tbid., May 18, 1962, Vol. 56, p. 10619. 

5 Restrictive Trade Practices Commission, op. cit., p. 489. 


DRUG INDUSTRY 661 


likely to make any headway using a price appeal. The only alternative is 
a promotional campaign to push another trade name, directed to medical 
practitioners. 

In the 40 companies covered in the Clarkson Survey of 1960, a 
breakdown was provided of the selling expenses involved in medical promo- 
tion and detailing on the one hand, and direct selling expenses other than 
medical promotion and detailing on the other. This survey concerned total 
sales of human pharmaceuticals (that is, it did not include veterinarian phar- 
maceuticals or proprietary medicines) amounting to $108 million. The break- 
down in given hereunder: 


Medical Promotion and Detailing Expenses 000 
LIES RSPR S011) SIR ago $ 206 
Medical and Pharmaceutical Journals .................... 2,030 
1s STE Baglin 3,048 
MRSA Sha te oe eA rr eS, rich Stn hj iu Rie ee gots 33953 

Psy, 
Beta Mmen——oalanies i Ss we 6,640 
Detail men—Travel and other Expenses ................ 3,099 
O32 
Total Medical Promotion and Detailing Expenses .... 19,000 

Direct Selling Expenses 
OEIC US I Ra od en ga OA eee 192 
Beles “Representatives « ...ecsc. decks ed were ieee Reeheee a1 oS 
Expenses of Sales Representatives ................0..... ce 1,743 
Other Selling Expenses such as price lists, institu- 

tional advertising, displays for drug stores, etc. 6,882 
‘oval Direct Selling Pxpetises: .......0acc. ens $ 13,000 


The cost of all medical promotion and detailing, and of direct selling ex- 
penses for the 40 companies therefore amounted to $32 million, or approxi- 
mately 30 per cent of total sales.+ 


The medical profession has been quite specific as to the limited 
usefulness of promotional efforts on the part of the drug industry. For 
example in the Report of the Committee on Pharmacy of the Canadian 





1 Answers to Specific Questions received from the Royal Commission on Health Services 
and provided by Canadian Pharmaceutical Manufacturers Association, p. 5. 
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Medical Association to the Annual Meeting of the Association in June, 
1960, the usefulness of direct mailing by drug distributors as a source of 
reliable information on the efficacy of drugs was questioned: 


“142. The general situation with regard to drugs should be a matter of 
concern to this Association. New drugs are being introduced at a rate of 
more than one hundred per annum, and new combinations of drugs are 
being marketed in a way which creates confusion. Some of the new 
compounds represent real advances in therapeutics, while others have very 
little advantage over the older agents which they supplant so rapidly. 
When new agents are introduced at this rate there is no opportunity for 
sober evaluation of their merits or publication of the results of such 
studies before they are widely advertised to the profession. Nonetheless, 
the sale of most of these drugs is directly due to the fact that they are 
prescribed by doctors. Your Committee feels that there are two aspects 
to this problem. The first requires that the individual physician consider 
carefully the evidence upon which the claims for new drugs are based, 
and the actual advantage (or disadvantage) likely to be enjoyed by the 
patient for whom he contemplates prescribing them. The second has to do 
with the provision of greater facilities for clinical trials of new drugs and 
their publication by institutions capable of doing the work properly, 
possibly with the support of a pooled fund to which the pharmaceutical 
manufacturers would be willing to contribute. 


“143. The cost of drugs has been a matter of much discussion in recent 
months. There is no doubt that the pharmaceutical houses have made 
many contributions in past years to our ability to alleviate illnesses which 
in the aggregate represent an almost incalculable economic and humanistic 
gain to our community. There is some evidence to suggest that the return 
which they are receiving on their original investment is excessive. Your 
Committee is not in possession of sufficient factual evidence to pass judg- 
ment on this question, but there is no doubt that it is a matter which 
should concern this Association greatly. Many of the advertising practices 
of the drug houses appear wasteful and unprofessional. This applies 
particularly to direct mail advertising to the doctors. This has reached 
the point where it is nothing more than a nuisance to its recipients and 
your Committee would recommend that representations be made to the 
Pharmaceutical Manufacturers Association that it should be discontinued, 
and the saving passed on to our patients”? 


In a letter addressed to the Canadian Pharmaceutical Manufacturers 
Association drawing the Association’s attention to the “nuisance” effect of 
promotional drug literature, Dr. A. D. Kelly, General Secretary of the Cana- 
dian Medical Association, stated: 


“You will observe that the matter requiring the attention of the Association 
relates to the apparent wastefulness and cost of direct-mail advertising. 
I know of no single item of relationship with our friends in manufacturing 
pharmacy which produces more irritation in the minds of doctors than the 
receipt of the voluminous mail which arrives every day. We have noted the 
recent practice of certain members of your Association to utilize parcel 
post to deliver large packages, and I assure you that the reaction is most 
unfavourable. 


1 Canadian Medical Association, ‘‘Report of the Committee on Pharmacy”, Transactions 
of the Ninety-Third Annual Meeting, Canadian Medical Association Journal, Vol. 83, Septem- 
ber 3, 1960, p. 505. 
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“T believe that I correctly portray the attitude of most doctors to the flood 
of direct mail advertising in the following summary: 


(a) It is so voluminous that only the most conscientious recipient opens 
each piece before consigning it all to the waste basket. 


(b) Most of it constitutes outstanding examples of the printer’s and 
lithographer’s art which conveys the impression of great expense and 
consequent wastefulness. 


(c) It appears so expensive that doctors feel that it may contribute 
materially to the cost of prescribed drugs to the patients. 


(d) It produces in the minds of many doctors an unfavourable image of 
the firm which sponsors it. 


“T believe that it may be possible to adduce arguments to refute each of the 
impressions which I have listed, but I would urge that you do not under- 
take to do so. In sum, professional opinion is most unfavourable to direct 
mail as currently carried out, and I believe that the Canadian Pharmaceuti- 
cal Manufacturers Association should recognize this and take steps among 
its member companies to curtail or eliminate it. We have noted encouraging 
signs that certain companies have voluntarily discontinued this medium 
and I believe that it will be held to their credit. 


“T realize that it is difficult for an Association such as yours to influence 
decisions of autonomous and competitive member companies, but I believe 
that it will be worth the effort to correct the current situation. A successful 
outcome would, in my view, go a long way towards enhancing the “image” 
of Canadian pharmaceutical manufacturing in the minds of my colleagues. 
The C.M.A. stands ready to assist your endeavours and to announce to 
the profession the progress which you may make.” 


Evidence was presented to the Select Committee of the Ontario 
Legislature indicating that the average proportion of advertising and pro- 
motion costs contributed 29.2 per cent to the total and that the proportion 
was reported as high as 35 per cent by one manufacturer.? The Committee 
observed: 


“These methods of promotion are admittedly costly, but manufacturers 
consider this expense essential and emphasize that they would gladly 
reduce expenditures on promotion if a more economical method of effect- 
ing sales could be devised. 


“Some medical representatives felt that much of the large volume of 
direct mail literature distributed went unread and was simply discarded, 
but most agreed that samples were retained and used for the benefit of 
needy patients. On the whole, doctors expressed the view that the system 
of transmitting information on drugs from the manufacturer to the medical 
practitioner could be improved”.’ 


The Advisory Committee on Medical Care to the Government of 
Saskatchewan came to the conclusion: 


“We view much of the advertising and promotional activities as wasteful 
and extravagant. We are strongly of the opinion that unless drug manu- 


Phbid. Pp. do 3). 
2Report of the Select Committee of the Ontario Legislature, op. cit., p. 24. 
S1DId., De 2). 
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facturers take the lead in a program sponsored by their own trade associ- 
ation to reduce voluntarily their large, extravagant and wasteful expendi- 
tures on promotion, it may very well be necessary to limit such 
expenditures by stipulating the size of expenditures on advertising and 
promotion (on proportional basis) which would be accepted for Income 
Tax purposes as a legitimate expense of doing business. Such a provision 
may seem discriminatory but may offer a workable and effective 


solution”. 


Even some representatives of the drug industry admit that amounts 
spent on advertising and promotion are excessive. The following evidence 
was given to the Restrictive Trade Practices Commission by the President of 
Nordic Biochemicals Limited: 


“The CHAIRMAN: Mr. Antoft, in your brief you make a number of 
comments on advertising and promotion which seem to indicate that you 
don’t just like the extent to which these things were carried on. I wonder 
if these comments have in your view—this is what I want you to 
answer—whether you think this is putting it too strongly, whether you 
feel the manufacturers have got into a kind of unfortunate rat race in 
having to have more and more detail men, more and more fancy 
advertising? Would that be putting your views too strongly? 


“Mr. ANTOFT: I don’t think that would be putting it too strongly. I 
deplore this. I think it has developed into a rat race. I hope our industry 
together with the medical association will some day, in the not too distant 
future, will be able to find the formula by which a serious manufacturer 
can get information across to the doctor without this tremendous wastage 
of everybody’s materials and time and money. I think this is an area for 


the industry and for the medical profession to arrive at some solution 


or to get closer to a rational approach to this”.’ 


Evidence was given to the Restrictive Trade Practices Commission 
that in the United States some 4,500 pieces of direct mail advertising are 
received by physicians on an average in the United States each year, and it 
was argued that the bulk of it cannot be read and is wasteful. The Canadian 
Pharmaceutical Manufacturers Association disputed these. figures, at least so 
far as they apply to Canada, and stated that in Canada a physician receives 
on average only 1,761 pieces of literature from pharmaceutical houses 
annually. Even this number is so large as to make it practically impossible 
for every physician to read carefully all the literature he receives. 

As far as detail men are concerned, the Canadian Pharmaceutical 
Manufacturers Association indicated that in 1962, 49 of the Association’s 
member companies employed a total of 1,647 detail men and salesmen. 
Eight firms employed between 62 and 70 sales representatives each. Of the 
total it is estimated that about 1,500 spend all or part of their time calling 


1 Final Report of the Advisory Planning Committee on Medical Care to the Government 
of Saskatchewan, September 1962, Regina: Queen’s Printer, 1962, p. 105. 

2 Restrictive Trade Practices Commission, op. cit., p. 223. 

®[bid., p. 218. 
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on medical practitioners." (The Clarkson Survey indicated that on the 
average 36 per cent of the time of detail men is spent in direct selling, 
that is in work other than detailing physicians, such as visiting pharmacists, 
hospitals and other duties.) It is estimated that there are 17,900 medical 
practitioners in Canada.* This means that there is one detail man for every 
12 doctors practising medicine in Canada. It also means that the $19 million 
spent on medical promotion and detailing alone, represents over $1,060 for 
each doctor each year.* 

The Canadian Pharmaceutical Manufacturers Association argues 
reasonably enough that the drug companies don’t spend money unnecessarily.® 
The Association drew support for this argument from a recent study conducted 
by International Surveys Limited of Montreal which determined where 
physicians first learned about the new products.® Detail men were by far the 
most important source of such information. Direct mail was more important 
than any of the remaining sources. The Canadian Pharmaceutical Association 
alluded to the heart of the matter when it recognized that some promotion 
is wasteful, but argued that drug firm A must continue unless drug firm B 
also stops.’ In these circumstances the efforts of competing firms tend to 
cancel each other out and the result of increasing competition is simply to 
raise costs. 

Again the evidence given to the Restrictive Trade Practices Com- 
mission by the President of the Nordic Biochemicals Limited is particularly 
relevant: 


“‘When Nordic Biochemicals Limited was established in 1951, we 
approached our responsibilties with what appears in retrospect to be 
naive idealism. We assumed that all that was necessary to thrive and 
expand in the Canadian drug manufacturing industry was to offer the best 
possible product at a reasonable price, in the expectation that within a 
very short time we would be operating at capacity. It was thought that 
advertising could be held to simple announcements in one or two of 
the main medical journals, announcing that our products were available. 
No provisions for direct mail promotion, an army of detail men, or huge 
sampling programs were envisaged. While this philosophy was operative, 
the company teetered on the brink of disaster, but only with reluctance 
and by degrees did we accept the ‘facts of life’, and the company finally 
began to prosper. It was rapidly discovered that although doctors publicly 
deplore the mass of direct mail literature, a sales volume on practically 
any product could be created by advertising it by mail providing it is 
done persistently and massively. Detail men are an expensive method of 
securing sales, but without them, cobwebs grow on the order desk. 


1 Answers to Specific Questions received from the Royal Commission on Health Services 
and provided by Canadian Pharmaceutical Manufacturers Association, p. 3. 

*Pbids p. 8. 

° Transcript, op. cit., May 18, 1962, Vol. 56, p. 10612. 

“See also Chapter 17. 

*Transcript, op. cit., p. 10610. 

® Canadian Pharmaceutical Manufacturers Association, op. cit., p. 83. 

‘Transcript, op. cit., May 25, 1962, Vol. 60, p. 11435. 
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Thirdly, in order to detail, a representative must usually ‘bribe’ his way 
into the doctor’s presence by the offer of free samples in generous 
volume. The drug house who neglects any one of these three sales 
methods invites its own decline... .’.”” 


A final important aspect of this subject is the fact that adequate 
pharmacy distribution must parallel the promotional campaign to physicians. 
This means advertising and promotion directed to the pharmacist on a 
substantial scale. Otherwise when a prescription is written for a particular 
product, if the prescribed drug is not stocked locally, both the physician and 
the druggist are likely to be dissatisfied with the services provided by the 
drug company involved.’ 

We conclude: The evidence submitted to us confirms that a good 
deal of promotional effort in the drug industry is wasteful. Still, this state 
of affairs is likely to continue as long as the leading drug manufacturers and 
distributors fear that a reduction on their part of unnecessary promotional 
expenditures would mean a loss of business to a competitor who continues 
with such wasteful expenditures. Hence, the solution to the problem is to 
encourage all drug manufacturers and distributors to reduce promotional 
and advertising expenditures to more reasonable levels and we submit recom- 
mendation to this effect in Chapter 2.° 


RESEARCH AND DEVELOPMENT 


In some countries including the United States commercial drug firms 
have been responsible for significant medical research. There is more contro- 
versy over what proportion of the research they do is relevant to progress in 
medicine since relatively few basically new products have been developed in 
the post-war period. Skilled chemists have successfully produced compounds 
closely related to known drugs and having comparable activity. We found 
that a good deal of the research done by commercial drug firms is directed 
towards what amounts almost to duplication of existing drugs, in effect 
inventing around other people’s patents. Frequently the new products do 
not have important advantages over their predecessors and may have dis- 
advantages. Of the 5,727 new pharmaceutical products introduced on a 
national scale in the United States between 1948 and 1959, 2,795 were 
simply mixtures of two or more active ingredients, 1,356 were already on 
the market in other administrative forms, 1,085 were new brand names for 
existing drugs and only 491 were new chemical entities.* 


1 Restrictive Trade Practices Commission, op. cit., p. 188. 
bide e228 

3 See Chapter 2, Recommendation 64. 
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It is unnecessary for our purposes, however, to resolve any issues 
over the proportion of the research activity of commercial drug firms which 
is significant for medical progress because in Canada it is clear that im- 
portant research is not done by the drug companies. The Restrictive Trade 
Practices Commission reported upon a survey conducted by the Canadian 
Pharmaceutical Manufacturers Association covering the research activities 
of 22 Canadian drug companies in the years 1958 and 1959. Although 
other amounts were claimed as having been spent abroad by parent com- 
panies on behalf of Canadian subsidiaries, the 22 companies actually 
spent for research purposes in Canada $2.2 million in 1958 and $2.5 mil- 
lion in 1959.* The Canadian Pharmaceutical Manufacturers Association 
conducted a similar survey covering the year 1960. This survey embraced 
37 companies which account for the bulk of ethical drugs sold in Canada. 
The total amount actually spent in research in Canada by these companies 
was $3.3 million or 2.8 per cent of total sales. Again certain sums were 
claimed for research done elsewhere. 

The Select Committee of the Ontario Legislature arrived at a slightly 
higher proportion than was presented to us by the Canadian Pharmaceutical 
Association. Still, the Committee concluded: “The consequences of research 
expenditures as a justification in the cost of prescription drugs has, in our 
estimation, been somewhat overstated. Not all firms undertake to do research 
and, in Canada, research is largely confined to two or three of the major 
manufacturing firms, institutions like Connaught and universities. Thus, a 
ratio is difficult to determine but the average spent on research, according 
to the report prepared by Mr. A. J. Little and attached as Appendix D 
(Schedule 3), is only 3.8%”? 

Other measures of the significance of the drug research actually con- 
ducted in Canada by commercial drug firms are available. Attention may be 
directed to the relative importance of the contributions made by the agencies 
which provide funds for medical research. In the main those are the Federal 
Government through the National Research Council, the Defence Research 
Board, the Department of Veteran’s Affairs, and the Department of National 
Health and Welfare; certain provincial governments; voluntary health 
agencies; private research foundations; commercial firms; universities and 
hospitals; and foreign sources.*® The relative importance of these agencies as 
sources of funds is available for the fiscal year 1955-1956, when the Federal 
Government provided $4,455,000 or 48 per cent of the total; provincial 
governments $345,000 or 4 per cent; voluntary bodies $845,000 or 9 per 
cent; commercial firms $1,600,000 or 17 per cent; universities (from local 





1Jbid., p. 74. ; 
2Report of the Select Committee of the Ontario Legislature, op. cit., Pp. 40. 
3 Green Book, op. cit., p. 120. 
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funds) $1,350,000 or 15 per cent; and foreign agencies $595,000 or 6 per 
cent of the total.* 

Opinions about the amount of research and development work con- 
ducted by the ethical drug companies in Canada have been expressed by a 
number of qualified observers. The brief of the Faculty of Pharmacy of the 
University of Toronto indicated disappointment at the lack of support for 
the Faculty’s research programme by the pharmaceutical manufacturing 
industry. Only one company had provided any scholarship or research grants 
for pharmaceutical research in the University of Toronto.” This one com- 
pany had established an annual $1,500 scholarship for five years com- 
mencing in 1958. The Committee for the Furtherance of Creative Research 
in the Pharmaceutical and Allied Industries which represents 27 Canadian 
drug companies while proposing measures to change the situation, flatly told 
us that “very little research is done in Canada in drugs”.* Dr. L. B. Pett, 
Principal Medical Officer for Research Development, Department of National 
Health and Welfare, expressed the opinion that the research carried on by 
commercial drug firms would form a minor part of total medical research in 
Canada, and that the chief centres of research were first the medical faculties 
of the universities, second the teaching hospitals, and third a few special 
research institutions like the Banting and Best Medical Research Institute 
and the Charles H. Best Institute in Toronto.* The Restrictive Trade Practices 
Commission concluded that: 

“1. Canadian patents on drugs are secured to an overwhelming extent 
by patentees resident in foreign countries. Research in the drug field 


carried on by large drug companies on this continent is done largely 
in the United States... 


“9. In the foreseeable future it seems very unlikely that the Canadian 
subsidiaries of American parent companies will establish important 
research facilities in Canada... Although expenditures on research 
by Canadian subsidiaries of American companies have increased in 
recent years, this has been due largely to recent regulations of the 
Food and Drug Directorate which require an increasing amount of 
clinical testing of new drugs in Canada prior to approval by the 
Directorate. 


“3. The main Canadian research contributions that have been made in the 
field of drugs have resulted almost entirely from non-commercial 


activities at places like the Connaught Laboratories”. 


In the light of what has already been said we do not think there can 
be any real dispute about the fact that the research conducted in Canada 


~Tpid. Dp. kn: 

2The University of Toronto also does some research work for the Connaught Medical 
Research Laboratories. 

8 Transcript, op. cit., June 2, 1962, Vol. 66, p. 12567. 

4 Restrictive Trade Practices Commission, op. cit., p. 72. 

5 Ibid., pp. 519-520. 
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attributable to the commercial drug firms has been modest. If further con- 
firmation of this is required it appears to us to be amply provided by the 
statements which many of the companies themselves made to inquiries by 
the Director of Investigation and Research, Combines Investigation Act. 
Returns of information were made to the Director in May and June 1960. 
Some of these read in part as follows: 


Ames Company of Canada Ltd. 
“« the Company did not directly expend any amounts for research 
during 1959." 

Cyanamid of Canada Limited 
“ ‘No research programme is carried on by the Company in Canada.’ ” 

Dymond Drugs Ltd. 
“This company does no research.’ ” 

Eli Lilly and Company (Canada) Limited 
“There is no research programme conducted in Canada except that 
we have many doctors co-operating in the assessment of new drugs 
through a clinical trial programme.’ ” 

G. D. Searle & Co. of Canada Limited 
“«« |. there are no grants made at present by the Canadian company, 
although it is possible some awards are made by the parent company 
which are not charged to this operation.’ ’”” 

Parke-Davis & Company, Ltd. 
“Subject company does not itself carry on directly any research 
programs in Canada, nor make direct expenditures or grants 
therefor.’ ”’ 

Hoffman-La Roche Limited 
“In the Roche world wide organization, basic chemical and phar- 
macological research is conducted at three main centres: Switzerland, 
United States and England.’ ’”* 

Poulenc Limitée 
“Nous n’avons aucun programme de recherches proprement dites an 
Canada, si on entend a ce propos des recherches ayant pour but de 
découvrir de nouveaux médicaments.’ ” 

Ciba Company Limited 
“*The Company contributes to the Research activities of its parent 
Company, such contributions being calculated as a percentage of 
sales.’ ” 

Abbott Laboratories Limited 
‘“““All research is done by our parent Company in the U.S.’ ’“ 

Pfizer Canada 
“ “Pfizer Canada did not itself carry on any research.’ ” 

Burroughs Wellcome & Co. (Canada) Ltd. 
“No research programme was carried out in Canada.’ ”® 

Winthrop Laboratories of Canada Ltd. 
il . no basic research is done in Canada.’ ’” 


1 Green Book, op. cit., p. 127. 
*1bid., p. 128. 
Pibid.. p. 132. 
ibid.) ps 133. 
"ibid. p: 134. 
*Ibid., p. 135. 
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These particular companies have been quoted simply to show what appears 
to be a widespread condition with respect to the research being done by the 
drug manufacturing industry in Canada. Some of these companies do carry 
on clinical testing programmes which have not been mentioned. In addition 
there are a few companies which undertake research programmes on a more 
substantial scale.* 

The Select Committee of the Ontario Legislature commented in its 
Report: “The firms conducting research programmes alleged that research 
is vital in order to enable them to compete with other firms, and such research 
programmes are ostensibly costly. There are elements of risk involved in 
research since not all research efforts are fruitful and frequently a better 
drug may be produced by another firm; but the costs incurred. are, of course, 
reflected in the price of the products”’.? 

We agree with the claim that research is vital to progress in medicine 
and that research in the drug field carried out by commercial companies can 
yield beneficial results. This would be particularly true in countries like the 
United States and the United Kingdom where large amounts are spent on 
drug research by private industry. But this is not the case in Canada where 
expenditures on drug research by commercial companies are comparatively 
modest and where few significant results have so far been achieved. This state 
of affairs in Canada leads us to the conclusion that if the existence of patents 
on drugs contributes to a substantially higher level of drug prices than would 
exist in the absence of such patents, it is difficult to see with respect to the 
Canadian drug industry, that the patent system can be defended on the 
usual grounds that it is necessary to provide incentives for research. 

The Canadian Federation of Agriculture suggested that since Canadian 
drug companies do not add much to the volume of research done in Canada, 
we have little or no stake on research grounds in perpetuating the present 
system of distribution. The Federation suggested further that it would be 
hard to conceive of a more expensive way to get research done.? Extended, 
the argument would be that if the patent system costs the Canadian public 
in the form of higher drug prices, anything more than say three million 
dollars, it is a bad bargain because the drug companies add less than this 
amount to the research done in Canada. It appears that Canada, a small 
country where most of the significant pharmaceutical research is done by 
other than the drug companies, has copied an institutional arrangement which 
can only be appropriate to a country like the United States where the higher 
prices which the patent system permits, in fact supports research by the 
industry on a substantial scale. It is with these considerations in mind that 


1See also Chapter 17. 

2Report of the Select Committee of the Ontario Legislature, op. cit., p. 40. 

3 The Canadian Federation of Agriculture, brief submitted to the Royal Commission on 
Health Services, Ottawa, March 19, 1962, Appendix C. 
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we have made suggestions with respect to changes affecting patents and 
trademarks of pharmaceuticals in Chapter 2.* 

Our experience has been that the development of drug research in 
Canada has relied heavily on public support and this situation is likely to 
continue. In fact we feel strongly that a good deal more research work should 
be done in Canada in the basic sciences as well as in the applied field to 
enable Canadians to obtain the benefits that accrue from systematic and 
advanced drug research. 

Considering Canada’s resources, we should concentrate our drug 
research in special fields where Canadian scientists and research scholars 
have particular proficiencies. In this area our scientists should be able to have 
access to adequate facilities and funds so that they can do their work effec- 
tively and unhampered by commercial considerations. 

To achieve this objective it will be necessary to develop a long-term 
and co-ordinated programme of drug research in Canada with the Federal 
Government providing a substantial share of the cost of this programme. The 
~ proposed Health Sciences Research Council would be the appropriate agency 
to undertake the task of planning and co-ordinating a drug research pro- 
gramme and distribution of the necessary funds. 


PHYSICIAN AND DRUG PRESCRIPTION 


The great advances that have been made in the last two decades in 
the development of new drugs to which we have referred earlier have con- 
ferred many benefits on the physician and the patient alike. The physician 
was able to increase his productivity and with it his income. The patient was 
able to get well sooner, avoid more illnesses and get a higher quality of 
medical services. 

But, the great advances made in drug research and their application 
to the health sciences have created new problems for the medical profession. 
An increasing number of physicians with busy practices have found it dif- 
ficult to keep up fully and currently with the therapeutic qualities of the 
mounting flow of new drugs, many of which were really not new but con- 
sisted of different combinations of ingredients producing similar therapeutic 
effects or similar ingredients marketed under different trade names. Pharma- 
ceutical knowledge acquired by physicians at medical schools has tended to 
become obsolete rather quickly in the last two decades. 

In the absence of an up-to-date Canadian Formulary and an authori- 
tative current drug information service, physicians had to rely increasingly 
on the advertising and promotional literature supplied to them by drug manu- 


1See Chapter 2, Recommendations 66-70. 
2 See Chapter 2, Recommendation 80. 
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facturers which, because of commercial interests involved, often make con- 
flicting claims. Many physicians endeavour to keep up-to-date with pharma- 
ceutical advances by reading objective articles in professional journals, 
attending medical and scientific conferences, consulting specialists in the 
pharmaceutical fields, etc. The extent of such efforts depends on individual 
initiative, sense of responsibility and time available for study and search 
for new knowledge. 

The problem facing the physicians in Canada was put in these terms 
by the Select Committee of the Ontario Legislature: 


66 


. .. a number of opinions were expressed that one of the main difficulties 

facing doctors was the lack of impartial information dealing with drugs, 
and medical witnesses indicated that they would welcome an independent 
source giving practical and unbiased guidance on new drugs. Some 
medical men regarded with suspicion information emanating from the 
manufacturers as being possibly exaggerated and biased”. 


Many physicians who endeavour conscientiously to keep up with 
medical advances and efficacy of new drugs coming on the market find it 
difficult to learn more about the costs of drugs in cases where alternative 
pharmaceuticals can be used to achieve the same therapeutic result. 

Most physicians realize that proper name drugs of the same or 
similar therapeutic qualities may be considerably cheaper than brand name 
drugs’ prescriptions. But, because of the confidence they have in the integrity 
of certain manufacturers, physicians are inclined to prescribe frequently 
drugs distributed by these firms rather than take what they might consider 
a “chance” with generic type drugs of uncertain quality. In some cases where 
two brand name drugs of identical therapeutical value are available, the 
physician may prescribe the product of the drug supplier that he is more 
familiar with even though this may be the higher priced product of the two. 

We are in sympathy with the plight of the practising physician 
who, in many cases, is overworked in looking after patients and over- 
whelmed by the persuasive efforts of drug manufacturers and their detail 
men. How can he, without some help and a systematic effort, keep up con- 
tinuously with advances in medical science, new and improved drugs coming 
on the market and the question of costs of drugs? 

The physician’s first obligation is to his patient. He wants to select 
the best drugs he can find to get his patient well as soon as possible. 
Efficacy and quality of drugs are his primary considerations. Costs of drugs 
may be a distant secondary matter. But, when a comprehensive drug pro- 
gramme is undertaken in Canada, costs of such a programme will assume 
greater importance than they have in the past. As explained in Chapter 2, 
we suggest that the cost of a drug programme be paid in part by contri- 
bution of the patient and in part out of general revenue. It is our concern 


1 Report of the Select Committee of the Ontario Legislature, op. cit., pp. 19-20. 
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for both the taxpayer and the consumer that prompts us to emphasize the 
need for economy and the necessity to assist the medical profession to 
tackle more effectively the problems it faces in making the most judicious 
and beneficial use of pharmaceuticals in the best interest of their patients. 

Here are some of the problems which the medical profession’ faces 
as observed in the United States: 


“The life-span of the average new drug is said to be 2-5 years. The turnover 
has been running at a pace to overwhelm the competence of the average 
practitioner. In most cases his chief source of information comes from the 
promotional activities of the drug houses. If the druggist no longer 
fabricates prescriptions, it is because the average doctor no longer writes 
them; he prescribes prefabricated compounds, and he prescribes them by a 
brand rather than the generic name. 

“ . . The pressure to ‘educate’ the doctor regarding the attributes of new 
products is vigourous and relentless. Evidence at the 1959-60 Senate 
antitrust hearings on the drug industry indicated that it spends about a 
fourth of the sales dollars on promotion—about $4,000 a year per doctor.” 
. . . “Some 15,000 ‘detail men’ or sales representatives visit doctors 
continuously—about one for every 10 physicians in private practice. 

“A new product is often introduced with a ‘blitz’ and as many as 
10 million pieces of mail have been used to launch a single product. 
According to Dr. William Bean of Iowa State University’s School of 
Medicine: “The richest earnings occur when a new variety of drug 
is... released.’ ... According to Dr. Solomon Garb of Albany Medical 
College, drug advertising is clearly exerting unprecedented influence on 
the physicians’ prescribing, much of it unfavorable.’ In support of his 
contention, he cites five other medical educators.” 


Similar problems have been encountered in the United Kingdom. 
The Hinchliffe Committee appointed in 1957 by the Minister of Health to 


investigate factors contributing to the high cost of drugs made a number 
of recommendations including: 


1. that medical schools expand their courses on the economics of 
prescribing; 

2. need for systematic post-graduate instruction of general practitioners 
in pharmacology and therapeutics; 


3. that physicians prescribe by generic rather than brand name; and 


4. that appropriate professional bodies be asked to take responsibility 
for a new journal for the medical profession to distribute up-to-date 
information about new drugs and preparations and the results of 
clinical trials.? 


In the United States numerous proposals have been made to cope 
with some of the problems which we have outlined above. They include: 


1Somers, Herman M., and Somers, Anne R., Doctors, Patients, and Health Insurance, 
The Brookings Institution, Washington, D.C., May 1961, pp. 96-97. 
2Final Report of the Committee on Cost of Prescribing, Ministry of Health, London: 


- Her Majesty’s Stationery Office, 1959, pp. 6 and 41-48. 
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(1) rigorous and systematic drug evaluation by the industry itself, the 
medical profession, and/or medical schools; (2) education of physicians 
with respect to the drug industry and its products; (3) emphasis on formu- 
laries and prescription by generic name; and (4) strengthening of the Federal 
Drug Administration in the exercise of its existing authority and the expansion 
of authority to include: (a) unified and continuing regulation of drug adver- 
tising and promotion, (b) evaluation on the basis of efficacy as well as safety, 
and (c) continuous inspection of drug manufacturing on the premises.* 

As far as conditions in Canada are concerned we believe it to be 
important in the interest of good medical practice to leave the judgment 
as to what drugs may be prescribed in a particular illness to the practising 
physician and where necessary in consultation with professional experts, 
particularly in the pharmaceutical field. At the same time it will be necessary 
for the medical profession to do all it can to keep up with the fast moving 
developments in the drug field including understanding of some of the 
economic questions involved. To achieve this objective it may be necessary 
to take the following five measures: 


1. To strengthen the courses in pharmacology taken by medical students 
to include among other things instruction in the economics of pre- 
scribing including an examination of comparative costs of drugs with 
similar therapeutical quality and efficacy. 


2. To provide short refresher courses dealing with pharmacology for 
practising physicians. 


3. To encourage the medical and pharmacy schools to do more extension 
work with physicians in the field of drug evaluation, therapeutics, etc. 


4. To provide professional aids to enable physicians to keep up with 
new developments in the drug field including a Canadian Formulary 
and a periodic up-to-date drug information service. 


5. To provide machinery comprising representatives from the medical 
and pharmaceutical professions and agencies concerned with the 
administration of a drug plan to minimize cost of prescriptions either 
in terms of over prescribing or in terms of prescribing high priced 
drugs where lower priced drugs would serve the same purpose ade- 
quately in the best judgment of the medical profession.” 


1Somers, Herman M., Somers, Anne R., op. cit., p. 101. 

2 The Advisory Planning Committee on Medical Care, in making its report to the Govern- 
ment of Saskatchewan, came to a similar conclusion and we quote: “We also consider it im- 
portant to suggest that any method of cost-sharing with patients should be combined with a 
system of rules relating to the length or duration of drug therapy to be prescribed on new 
prescriptions, and to the number of times the prescription may be repeated”. (Final Report of 
the Advisory Planning Committee on Medical Care to the Government of Saskatchewan, Regina: 
Saskatchewan, September 1962, p. 110). See also Chapter 2, Recommendation 60. 


17 





Drug Costs and. Prices 


This chapter deals with the economic and institutional aspects of costs and 
prices of drug prescriptions sold in Canada. We examine the reasons why 
Canadians pay as much as they do for drugs and we present the effect that 
certain legislative enactments have on drug costs and prices. 

We analyse first the various items which enter in the cost of producing 
and distributing both domestic and imported drugs. 


COMPONENTS OF PRICES AND COSTS 


Manufacturing 


The Canadian Pharmaceutical Manufacturers Association provided 
us with a breakdown of the main components of cost in the drug industry,* 
plus a comparison of the same components for all manufacturing industry. 
The figures for the drug industry are those from the Clarkson Survey 
covering 40 companies representing the bulk of the ethical drug industry, 
with net sales of $126 million in 1960. For purposes of this analysis sales of 
veterinary pharmaceuticals, proprietary medicines, and other products were 
not subtracted from the total sales figures of the drug companies. 

There are certain differences between these columns on which our 
analysis up to this point already throws some light. It will be noted that the 
cost of materials in the drug industry is substantially below that for all manu- 
facturing in spite of the fact that packaging materials, which are important 
in the drug industry, are included in this cost component. While material costs 
are less, “other expenses” in the drug industry are very much more than 
they are in all manufacturing and this is not surprising since this item includes 


1 Canadian Pharmaceutical Manufacturers Association, brief submitted to the Royal 
Commission on Health Services, Toronto 1962, p. 37. The percentage distribution shown above 
is within a portion of a percentage point to the per cent distribution shown in the Report of 
_ the Select Committee of the Ontario Legislature on The Cost of Drugs, op. cit., p. 44. 
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selling expenses not already accounted for in “wages and salaries” or else- 
where. It will be noted that depreciation is substantially less in the drug 
industry and this reflects the fact that there is little manufacture of medicinal 
chemicals, or other activity requiring expensive plant or equipment in the 
Canadian drug industry, which is mostly concerned with the preparation of 
dosage forms.* 


Pharmaceutical All Manufacturing 





Industry Industry 

Cost Component Percent Percent 

Waces and salaries 022.. ae 24.3 oad LAD 

Employees bcnchtsss heen 19 Lis. 
Materials (including packaging 

MOALCTIAIS ioe ee ee 28.7 44.5 

Excisetand: Sales slaks ty, wna 6.2 4.7 


Other Expenses (including sell- 
ing expenses not already ac- 


COUNLEC al Of) meer ee rane cma 26.2 E32 
DSPLECilOl meee se eer oe A eee Le, 4.1 
HAxCStOUS UCOTNG ames ee ees 0) 3.9 
Proliteson see coe ee ee eee 535 4.4 

100 100 


Raw Materials 


For the large ethical drug manufacturer in Canada, the cost of raw 
materials may involve the purchase of products ranging from the completely 
finished dosage form already packaged for sale to the bulk medicinal chemi- 
cals which need further refinement or formulating before being processed 
into dosage forms and packaged. It is necessary to be cautious about the 
importance to be attached to raw material costs. In some cases of course no 
further processing of any kind is required and the cost to the Canadian 
company of the “raw material” is significant. In other cases the difference 
is less meaningful. For instance, we were referred to the cost of water and its 
price when used for injection purposes. Water is probably the cheapest of 
all raw materials and it is estimated that the amount of tap water used in 
one injectible container costs only .000004 cents. The tap water of course 
must have inorganic impurities removed, it has to be sterilized to get rid of 


1 The evidence suggests that in approximate terms the average drug manufacturing com- 
pany spends only about 40 per cent of what the average manufacturing firms spend on plant 
and equipment. 
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bacteria, the ampoules have to be tested in a dye bath for imperceptible 
cracks, etc. If the final package sells for 10 cents, which is said to be less than 
a profitable price for most companies, the price of the final package would be 
2,500,000 times the cost of the raw material. . 

The cost to the Canadian company of acquiring a particular raw 
material may be a more or less arbitrary figure. As we have seen, most of 
the major Canadian drug companies are affiliated with companies in the 
United States or Europe, who supply the Canadian companies with their 
requirements of basic drugs. In most cases therefore the Canadian firm is 
not dealing at arm’s length with its supplier, and as we have suggested 
earlier the price arranged between them may be arrived at with tax or tariff 
considerations in mind. This is particularly likely to be the case where the 
drug is in a semi-processed state, for which there is no outside market and 
hence no market price, or where the product when finished is a specialty item 
which is not sold by the parent company to anyone else at the same trade 
level as the Canadian subsidiary. 

A few drugs may be imported into Canada duty-free but most are 
subject to duty. Single drugs of a class or kind made in Canada are generally 
dutiable at rates of 15 to 20 per cent of “fair market value”. Single drugs 
of a class or kind not made in Canada are free of duty under the British 
Preferential Tariff but dutiable at 15 per cent under the Most Favoured 
Nation schedule. Combinations and mixtures of drugs are generally dutiable 
at rates ranging from 17.5 per cent to 25 per cent of “fair market value”, 
The amount of duty paid by importers of drugs is approximately $3 million 
per year.? It should be pointed out that the dumping provisions which may 
be invoked when goods are imported at less than “fair market value” in 
country of origin tend to encourage American parent companies, for example, 
to charge their Canadian subsidiaries a price not lower than the best price 
they offer in the United States. In many cases this best price would not 
involve a sale to another manufacturer but would rather reflect the supply 
of the product to a lower level of trade. 


Cost of Quality Control 


There are some cost components to which a great deal of importance 
is attached by the drug companies, which are hidden in the breakdown set 
out at the beginning of this section. One of these is the component commonly 
referred to as quality control. It is necessary to examine the significance of 
this component because uncertainty among physicians about the quality of 





1 Answers to Specific Questions received from the Royal Commission on Health Services, 
1962, and provided by the Canadian Pharmaceutical Manufacturers Association, p. 2. 

?Department of National Health and Welfare, Research and Statistics Division, Report 
’ on the Provision, Distribution, and Cost of Drugs in Canada, January 1963. 
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generic drugs appears to be one of the main factors limiting the competitive 
impact which they have in the Canadian market. The Director of Investiga- 
tion and Research under the Combines Investigation Act calculated that the 
average expenditure on quality control for 27 Canadian drug firms amounted 
to 1.21 cents for every dollar of sales. On the basis of information received 
from 22 of the 27 companies, the Director concluded that expenditures on 
quality control represented 3.62 per cent of the cost of goods sold. The survey 
conducted on behalf of the Canadian Pharmaceutical Manufacturers Associ- 
ation included information on quality control expenses in 1960 for 35 drug 
companies. The figures obtained included amounts spent in Canada for 
quality control and amounts charged by parent or affiliated companies out- 
side Canada for the operation of quality-control laboratories and to cover the 
costs of testing in outside laboratories, but did not include the cost of 
inspection staff and some other items. However, the expenditures as described 
for the 35 companies amounted to 4.2 per cent of total production cost.’ 
There are obvious difficulties in the way of distinguishing a separate quality- 
control component from the general costs of manufacturing. In addition, 
where subsidiaries of foreign firms import prepared dosage forms of certain 
drugs, further expenditure in Canada for quality control will be negligible. 
We cannot accept the suggestion that the “large” expenditures made on 
quality control in Canada justify the assertion that only the major ethical 
drug companies are in a position to supply drugs of adequate quality. 


Research and Development Costs 


Another cost component which has been discussed a great deal in 
relation to the drug industry is the expense occasioned by research and 
development. We refer here once again to the Clarkson Survey conducted 
on behalf of the Canadian Pharmaceutical Manufacturers Association in 
which research expenditures covering 1960 were calculated for 35 companies. 
With total net sales of $115 million these 35 companies spent a total on 
research and development of $9,551,000 or 8.3 per cent of sales. As noted 
earlier, the companies actually spent only $3,349,000 in Canada. The other 
$6,202,000 was charged to the Canadian subsidiaries for research done else- 
where.” This is obviously a quite exceptional situation. In most industries 
foreign companies tend to supply their Canadian subsidiaries with know-how 
(including the results of research) and with capital, and to take the earnings 
of the Canadian subsidiaries as the return on their investment. In the drug 


1 Restrictive Trade Practices Commission, Report Concerning the Manufacture, Distribu- 
tion and Sale of Drugs, Ottawa: Queen’s Printer, 1963, p. 152. 
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industry it is evident that foreign parent companies prefer to be separately 
compensated for supplying Canadian subsidiaries with know-how on the one 
hand and with capital on the other. 


Sales Promotion 


As indicated in Chapter 16, sales promotion in the drug industry is 
very expensive. In the cost breakdown given at the beginning of this chapter, 
selling costs appear to be divided principally between the “wages and salaries” 
component and the “other expenses” component. Turning once more to the 
Clarkson Survey that covered total sales of human pharmaceuticals by 
40 companies in 1960 we find that medical promotion accounted for 8.6 per 
cent of the sales dollar, detailing accounted for 9 per cent of the sales dollar 
and direct selling accounted for 11.6 per cent of the sales dollar. Thus the 
total costs of sales promotion in the drug industry amount to 29.2 per cent of 
every dollar of sales.* In this breakdown medical promotion includes the cost 
of samples which alone accounts for 3.7 per cent of the sales dollar.? In 
connection with the cost of samples it is of interest to note that the dumping 
provisions of the customs tariff mean that goods which are imported to be 
distributed as free samples must be paid for by the Canadian company at 
their “fair market value” thus increasing the sales expense of the Canadian 
company.° 


Profits 


With respect to the profit component we sympathize with the com- 
ment made by Professor Brian Dixon of Queen’s University in a study prepared 
for the Canadian Pharmaceutical Manufacturers Association that “the pres- 
ence of a preponderance of joint costs, which are inseparable as far as indi- 
vidual products are concerned, makes any attempt at individual product cost 
pricing pointless and purely arbitrary. Any attempt to either justify or 
criticize individual prices on a cost basis under such circumstances is point- 
less, and invalid. The only course open for the firm, and the only test as to the 
over-all pricing policies, is to examine the pricing of the full line”.* Unfor- 
tunately, for reasons to which we have earlier alluded and which are treated 
more fully below, the earnings of the Canadian drug industry are not a 
satisfactory test of the over-all pricing policies of the industry because they are 
understated. This does not mean that they are relatively low. On the con- 


1 Answers to Specific Questions, op. cit., p. 5. 
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’ Green Book, op. cit., p. 29. 

4 Dixon, Brian, An Economic Analysis of the Pharmaceutical Manufacturing Industry in 
Canada, submitted to Stanley N. Conder, Canadian Pharmaceutical Manufacturers Association, 
- Kingston, September 15, 1960, p. 30. 
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trary, in the period 1953 to 1960 inclusive, for the whole pharmaceutical 
industry (that is including the loss companies as well as the profit companies ) 
the rate of return on investment was on the average 81 per cent higher than 
for all manufacturing. It was in fact 19.82 per cent in the drug industry as 
compared with 10.95 per cent in all manufacturing.’ 

The Restrictive Trade Practices Commission referred to the effect of 
the dumping duty in bringing the cost to the importer up to the fair market 
value in country of origin and indicated it agreed with the statement made by 
the Director in the Green Book that: 2 


“¢ |. To the degree that the price charged by a foreign parent company 
to a Canadian subsidiary approaches the trade price in the country of 
origin, profit is taken by the parent rather than by the subsidiary. In an 
extreme case, such as that referred to in the letter quoted in Chapter II 
[p. 29] above, the Canadian subsidiary may sell at a loss, but it is obvious 
that the regular profit on the particular product had already been taken 
by the parent company. This means that profits of Canadian subsidiaries 
are not an accurate indication of the actual profit resulting from the sale 
of imported drugs; they reflect the earnings of the Canadian subsidiary 
only and do not reflect any profit previously taken by the parent 
company’ ”’.” 


Support for the view that profits tend to be taken by the parent 
company rather than by the Canadian subsidiary may be found in other 
figures published by the Commission. For nine Canadian branches or sub- 
sidiaries of firms carrying on an ethical drug business in the United States, 
the average rate of profit (before income tax) to sales was 15.68 per cent 
as compared with 24.98 per cent for the parent companies in the United 
States. Although there are some factors in Canada making for higher costs, 
such as lesser population density and the requirement of two languages in 
sales promotion, the economies of the two countries are so similar that 
such disparities in earnings are not found in most other industries, even 
where the Canadian companies are much more extensively engaged in 
manufacturing than they are in the drug industry. 

We asked the Canadian Pharmaceutical Manufacturers Association 
if it agreed that the profits of Canadian subsidiaries are an inaccurate indi- 
cation of the actual profit resulting from the sale of imported drugs because 
they reflect the earnings of the Canadian subsidiary only and do not reflect 
any profit previously taken by the parent company. The Canadian Pharma- 
ceutical Manufacturers Association in its answers to our specific questions, 
replied that its members do not have access to their parent companies’ 
accounting records, that they are, however, subject to Canadian customs 


1 Restrictive Trade Practices Commission, op. cit., p. 376. 
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regulations and to scrutiny by Canadian income tax authorities, and that the 
parent-subsidiary relationships in the pharmaceutical manufacturing industry 
are no different from those which exist in other industries. The last part of 
this reply, however, overlooks a number of important points. In the drug 
industry there is frequently no independent market by which the price 
arranged between the Canadian subsidiary and the foreign parent can be 
tested either because the product in question is a semi-processed one or 
because it is an exclusive or specialty item which is not sold to other manu- 
facturers. At this point we should also mention again the quite unparalleled 
payments for research or know-how made by the Canadian subsidiaries to 
the foreign parent companies. In his evidence before the Restrictive Trade 
Practices Commission, Mr. R. B. Thompson, Manager of the Medical Prod- 
ucts Department of Cyanamid of Canada said: 


“ “Mr. THOMPSON: Well, Mr. MacLeod, the price that we pay to 
our parent company, have been paying, is more than just a basic cost for 
the bulk crude material. 

Mr. MacLEOD: Yes. 


Mr. THOMPSON: It includes—it is one of the ways in which we 
contribute to the research programme in our parent company. The methods 
by which this kind of relationship takes form are changing in the industry 
and we are perhaps a good example of that because we will cease—we 
have already discontinued the importation of materials which you have 
described and we will now produce it in Canada. We also are now in the 
process and in fact have been negotiating an agreement on research and 
development, an agreement between Cyanamid of Canada and our parent 
organization, so that there will be a separate fee charged for research and 
development which in the past has been transmitted to the parent company 
through the medium of raw material purchased, not just tetracyclines, 
but of other things’ ”.* 


Allowing for the understatement of profits made in the drug industry 
referred to above, we conclude that profits of pharmaceutical companies in 
Canada appear to be running at at least twice the level of the manufacturing 
industry as a whole.? We have no objection to profit levels per se, believing 
as we do in the virtues of a basically free enterprise society. But we are 
concerned here with the objective of facilitating the effective working of 
market forces in the drug industry which could bring benefits to the Canadian 
consumer in the form of lower drug prices through increased competition 
and through the avoidance of wasteful and unnecessary expenditures. 


17Tbid., pp. 331-332. 

? This may be an understatement because the profits reported by the pharmaceutical 
companies are 81 per cent higher than manufacturing as a whole, without allowing for the 
understatement of profits in the drug industry. A measure of this understatement may exist in 
the fact that the profits of the American companies referred to on page 680 were two-thirds 
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Federal Sales Tax on Drugs 


Finally a word should be said about the tax component in the break- 
down presented at the beginning of this section. Except for five specific 
drugs, all drug preparations are subject to federal sales tax at the regular 
rate of 11 per cent. However, no sales tax is payable by hospitals if the 
drug is not resold for profit. As a result virtually all drugs sold to hospitals 
are now free of federal sales tax. Prescribed drugs are generally exempt 
from provincial taxes on retail sales.t The federal sales tax applies whether 
the drug is manufactured in Canada or whether it is imported. In the case 
of the drug manufactured in Canada the tax is calculated on the selling price. 
In the case of the drug imported, the tax is calculated on the duty paid value. 
Because the manufacturer’s price is of course only about 50 per cent of the 
retail selling price, the sales tax represents nearer 5 per cent than 11 per 
cent of the retail price. 

A number of briefs submitted to us dealing with drugs made the 
point that the removal of the 11 per cent federal sales tax on drugs could 
be an important factor in reducing the costs and prices of pharmaceuticals 
and we were urged to make such a recommendation. We conclude that there 
is considerable merit in reviewing the question of whether drugs other than 
those sold to hospitals should remain subject to sales tax.® 


Competition in the Drug Industry 


As far as competition in the drug industry is concerned some com- 
panies offer quantity discounts, straight percentage discounts on orders above 
a certain size and special “deals” from time to time.* In general, however, 
the Restrictive Trade Practices Commission concluded that price competition 
was not effective in the distribution of ethical drugs to the retail trade.° 
Price competition is vigorous in certain sales to hospitals and government 
agencies. Apart from the fact that the federal sales tax does not generally 
apply on hospital sales, the Canadian Pharmaceutical Manufacturers Asso- 
ciation explained that the primary difference between hospital and retail 
prices lay in the economics achieved by the drug companies in selling in bulk 
against selling in consumer-size packages through national distribution.® 

This explanation is not quite adequate particularly in the light of 
the experience of hospitals in Saskatchewan. Evidence was given to us that 
prednisone, a cortisone preparation used in arthritic and asthmatic conditions, 


1 Department of National Health and Welfare, Research and Statistics Division, op. cit. 
2 Restrictive Trade Practices Commission, op. cit., p. 180. 

8 See Chapter 2, Recommendation 65. 

“Green Book, op. cit., p. 87. 
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sold for $17 per hundred units to the retail pharmacist in Saskatchewan at 
the same time that it was being sold at $1.95 per hundred to hospitals and 
government departments. The Saskatchewan Pharmaceutical Association said 
that the usual explanation given by manufacturers for such differentials is 
that the price to the hospital involves no promotional material, it is a single 
transaction for a large quantity, and it does not usually involve the prepara- 
tion of small packages.* In fact, the basic explanation for the differential 
appears to be that the majority of Saskatchewan hospitals with pharmacists, 
use the tender system where it may be applied, to bring competitive forces 
into play. The Director of Pharmaceutical Services of the University Hospital 
in Saskatoon explained that the use of tenders presupposes two things: first, 
an active pharmacy and therapeutics committee which will give the pharmacist 
authority to buy one brand of drug and dispense that brand as equivalent 
to all brands called for on a prescription, and second, that firms requested 
to submit tenders do in fact sell drugs of equivalent quality. 

The following are examples of minimum and maximum prices quoted 
on tenders to the University Hospital in Saskatoon. On a quantity of 5,000 
tablets of a particular drug the lowest bid received was $4.29 per 500 and 
the highest quotation was $19 per 500. On a quantity of 1,000 units of 
another drug the lowest quotation was $22.52 per 1,000 and the highest 
quotation was $46.54 per 1,000.7 

The University Hospital in Saskatoon has 4,000 drug items in its 
inventory which are bought from 75 to 100 suppliers. Yet the hospital finds 
it practical to call for tenders for less than 25 specific drugs. Less than 
25 per cent of all drugs by dollar volume are bought by the hospital on 
tender. An additional 17 per cent of the hospital’s total drug requirements, 
principally intravenous fluids, are bought on contract. It was the opinion 
of the Director of Pharmaceutical Services that tendering could not be 
increased much beyond this because hospitals are faced with the need to 
buy a multiplicity of drugs which are used in small quantities. In many cases 
the hospital requires only 50 or 100 tablets of a particular drug and for this 
there may be only one supplier. 

Experience elsewhere confirms that of the Saskatchewan hospitals. 
While admitting that a large volume of drugs was involved, the Government 
of Alberta expressed the opinion that the low prices received by its hospitals 
resulted from recognition by drug manufacturers of the hospital’s greater 
bargaining power when they were in a position to disregard brand names.? 
Also the Ontario Department of Health is reported to have begun to make 





1 Transcript, op. cit., January 24, 1962, Vol. 19, p. 4419. 

“Tbid., p. 4466. 

3 The Government of the Province of Alberta, brief submitted to the Royal Commission 
on Health Services, Edmonton 1962, p. 101. 
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substantial savings in the purchase of tranquilizers and anti-tuberculosis drugs 
when it was able to bring in the competition of generic drug manufacturers 
by undertaking a testing programme.’ 

It is possible to observe the impact of price competition in certain 
sales to hospitals in various parts of the country. The Restrictive Trade 
Practices Commission reported the following comparison of prices of certain 
drugs sold to retailers, hospitals, and the University Hospital in Edmonton 


in Alberta:? 











Generic Name 


Tetracycline 
(250 mg.) 


Prednisone 
(5 mg.) 


Triamcinolone 
(4 mg.) 


Dexamethasone 
(.75 mg.) 


Methylpred- 
nisolone 











Brand Name and] Puce to Retail | Presto 
Manufacturer Seni00 perI00 
$ $ 
Cosa- 28.70 19.18 
Tetracyn 
(Pfizer) 
Tetrex 28.70 96733 
(Bristol) 
Muracine 19.00 T712 
(Nadeau) 
Achromycin 25.88 fh P a) 
(Lederle) 
Meticorten 13.62 7.00 
(Schering) 
Aristocort 23.00 iW Apa 
(Lederle) 
Kenacort 23.04 18.65 
(Squibb) 
Decadron 17.88 14.50 
(Merck) 
Deronil 17.88 14.50 
(Schering) 
Medrol 23.01 — 
(Upjohn) 








Tender Price 
to University 
Hospital, 
Edmonton, 
per 100 
$ 

16.50 
(20,000 lot) 
14.95 
(20,000 lot) 
12.50 
($2.00 /16) 
(20,000 lot) 
21.81 
($3.49 /16) 
(20,000 lot) 


1.62 


16.41 


18.65 


LisSe 


14.50 


10.73 
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1Report of the Select Committee of the Ontario Legislature on The Cost of Drugs, 


op. cit., p. 65. 
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The University of Alberta Hospital received, in other tenders calling 
for 25,000 units of Prednisone, a low bid from Charles E. Frosst & Co. of 
$1.20 per 100 units and a high bid from Parke, Davis & Co. of $1.70 per 
100; for 25,000 units of Phenylbutazone, a low bid from British Drug Houses 
(Canada) Limited of $11.50 per 1,000 and a high bid from Intra Medical 
Products Limited of $19.52 per 1.000; for 30,000 units of Hydrochlorthi- 
azide, a low bid from Charles E. Frosst & Co. of $7 per 1,000 and a high 
bid from Abbott Laboratories of $22.50 per 1,000; for 20,000 units of 
Tetracycline a low bid from Nadeau Laboratories of $12.50 per 100 and a 
high bid from Cyanamid of Canada of $21.81 per 100; and for 10,000 units 
of Promazine HCL a low bid from Mowatt and Moore Limited of $8.58 
per 1,000 and a high bid from J. Wyeth & Brother (Canada) Limited of 
$17.68 per 1,000.! 

With regard to Manitoba, we were given evidence by the Minister of 
Health of that province about recent calls for tenders by three mental hos- 
‘pitals which have established a group-buying programme. On one drug the 
low bid was $140 and the high bid $828; on another the low bid was $220 
and the high bid $834; on a third drug the low bid was $126 and the high 
bid $405; and on a fourth drug the low bid was $384 and the high bid 
1,128.? 


Wholesaling 


The Clarkson Survey covering the operations of pharmaceutical 
manufacturers in 1960 included an examination of trade discounts normally 
offered to different classes of customers. Such discounts are taken from list 
prices which in effect are suggested retail prices to the consumer. In the survey, 
37 companies answered the questions about sales to wholesalers. The survey 
showed that it was the practice of three companies to allow to wholesalers a 
discount of less than 40 per cent; it was the practice of eight companies to 
allow a discount of exactly 40 per cent; it was the practice of 25 companies 
to allow a discount above 40 per cent and up to 50 per cent; and it was the 
practice of one company to allow a discount of over 50 per cent. This roughly 
confirms the Green Book finding that, although there was considerable varia- 
tion, the most common practice was for drug manufacturers to allow whole- 
salers a discount of 40 per cent and 163 per cent. (This is a combined dis- 
count from the retail list price of 50 per cent.) In these circumstances the 
wholesaler would ordinarily pass on the 40 per cent discount to his retail 





1 The Government of the Province of Alberta, op. cit., Appendix B, Section A. 
2The Government of Manitoba, brief submitted to the Royal Commission on Health 
' Services, Winnipeg, January 1962, p. 48. 
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or hospital customer.’ Wholesalers normally sell to hospitals at the same 
price less the federal sales tax, as they do to retailers. (The wholesaler of 
course subsequently recovers the tax which he has already paid. )* 

On the basis of this evidence then, the standard wholesale margin is 
10 per cent of the retail selling price or 163 per cent of the wholesaler’s selling 
price. Apparently the wholesale margin is narrowing. Drug Trading Company 
Limited, one of the large drug wholesalers in Ontario, which is a co-operative 
owned by retail druggists, grants rebates over and above regular discounts to 
its members. Other wholesalers in Ontario have had to offer concessions in 
order to remain competitive.? According to the Canadian Pharmaceutical 
Association the formation of other buying co-operatives by pharmacists them- 
selves has been responsible for tightening profit margins for wholesalers in 
many districts in Canada.* | 

It should be mentioned that certain drug manufacturers will sell only 
to wholesalers. Eli Lilly & Company (Canada) Limited is one such manufac- 
turer. Retail druggists and hospitals which wish to buy products of the Eli 
Lilly Company must purchase them through wholesalers.’ At the other 
extreme are those drug manufacturers who do not give wholesalers any special 
recognition at all but allow the same discount to wholesalers as they do to 
retailers.® 


Retailing 


The normal trade discount allowed by manufacturers to both retailers 
and hospitals is 40 per cent off the suggested list or retail price. Some small 
suppliers allow the retailer a 50 per cent discount on ethical drugs rather 
than the more usual 40 per cent. Such firms frequently follow the policy of 
allowing the same 50 per cent to all customers, that is to wholesalers, hos- 
pitals, physicians, etc. In contrast most of the larger firms allow only 25 per 
cent off list to medical practitioners.7 Large quantities of drugs are distributed 
through wholesalers and on purchases from such sources druggists usually 
receive a smaller discount than they do from manufacturers.* As indicated 
earlier, the Clarkson Survey of the operations of pharmaceutical manufac- 
turers in 1960 included an examination of trade discounts. Of 37 companies 
surveyed, 31 reported upon their sales to druggists. Of the reporting com- 


1 Restrictive Trade Practices Commission, op. cit., p. 306. 

2Green Book, op. cit., p. 87. 

3 Restrictive Trade Practices Commission, op. cit., p. 309. 

4 The Canadian Pharmaceutical Association, Inc., brief submitted to the Royal Commis- 
sion on Health Services, Toronto, May 1962, p. 63. 

5 Restrictive Trade Practices Commission, op. cit., p. 308. 

6 Green Book, op. cit., p. 86. 
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panies, 24 allowed discounts of exactly 40 per cent and seven allowed dis- 
counts of over 40 per cent and up to 50 per cent. In addition, certain com- 
panies indicated that they allowed volume discounts and special discounts on 
certain products from time to time. With respect to proprietary drugs, house- 
hold remedies, and sundry drug products, the pattern of discounts varied 
widely but discounts of less than 40 per cent seemed to be usual.* 

In its brief to the Restrictive Trade Practices Commission the Cana- 
dian Pharmaceutical Association included the results of a survey, which it 
conducted in all provinces except Newfoundland, of the prices at which eight 
specific drug and sundry items could be purchased from manufacturers and 
wholesalers. The result of this survey showed considerable variation in the 
terms on which druggists purchased their supplies of drugs. The maximum 
difference in cost prices, expressed as a percentage of the lowest price, was 
83.3 per cent. There was as much as 50 per cent variation in prices paid for 
different purchases from manufacturers and up to 39.2 per cent variation in 
prices on purchases from wholesalers.* As we shall see, the variation in costs 
to druggists is not reflected in their selling prices. 

We explored the possibility that retail druggists generally might obtain 
better prices through bulk purchasing from manufacturers, but the retailers 
who appeared before us did not see much likelihood of this development. 
The Saskatchewan Pharmaceutical Association pointed out that a co-opera- 
tive wholesaler gets the same price from manufacturers as other wholesalers, 
has comparable costs, and therefore cannot be expected to have substan- 
tial savings to pass on to member retailers. Bulk purchasing by smaller groups 
of retail druggists would not involve much in the way of a bargaining 
weapon. In any event, a bulk depot would have to meet the cost of repack- 
aging drugs and the cost of shipping them to member stores. In addition such 
things as narcotic drugs cannot just be passed from druggist to druggist with 
informality, nor can a bulk depot handle them unless licensed as a wholesaler.* 

Generally speaking, as we said earlier, drugs are exempt from pro- 
vincial sales tax. In Ontario, Quebec and British Columbia drugs are exempt 
from provincial sales tax only when they are sold on prescription. In Sas- 
katchewan and New Brunswick the exemption of drugs from the application 
of the provincial sales tax is a general one. Manitoba and Alberta do not im- 
pose a provincial sales tax.* 

The policy of using the manufacturers’ list price in determining the 
price to be charged on a prescription is almost universally followed by drug- 
gists in Canada. The most common trade discount allowed by manufacturers 
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is 40 per cent and this means an initial mark-up over cost by retail druggists 
of 66% per cent. In addition a further charge is usually made for broken 
quantities, that is, where the prescription calls for a smaller quantity of the 
drug than is contained in the package supplied by the manufacturer. Beyond 
this a professional dispensing fee is usually added. The amount of this fee 
varies depending upon the particular formula used in its calculation. When 
dispensing expensive drugs, pharmacists sometimes forego the addition of the 
professional fee.’ Provincial pharmaceutical associations in Canada publish 
pricing guides for the use of their members. These pricing guides usually 
contain two sets of retail prices—one to be used where the prepared dosage 
form is sold and one to be used where the pharmacist actually compounds the 
prescription. The pricing guides are especially convenient to the retail drug- 
gists where broken quantities of drugs are involved. 


To illustrate: In the Province of Alberta when a drug is subject to 
the standard trade discount of 40 per cent, the established dispensing fee is 
75¢ on unbroken quantities and $1 on broken quantities. The dispensing fee 
is a flat charge which is applicable whether the drug costs the pharmacist 50¢ 
or $10. The annual survey covering the year 1961 conducted by the Cana- 
dian Pharmaceutical Association disclosed that the average price of all pre- 
scriptions dispensed in Canada was $3.14. If we apply the Alberta formula 
(and disregard for the moment broken quantities) it appears that manufac- 
turers’ suggested list prices must have averaged $3.14 less 75¢ or $2.39. If we 
assume that druggists bought at the standard trade discount of 40 per cent, 
the average cost to the druggist must have been $1.43. The average price of 
$3.14 therefore represents a mark-up over the standard cost to the druggist 
of slightly more than 119 per cent. To the extent that broken quantities were 
involved, the dispensing fee and the mark-up over cost would be correspond- 
ingly higher.2 To the extent that druggists obtained trade discounts greater 
than 40 per cent, or to the extent that they were able to take advantage of 
special quantity discounts or other special prices from manufacturers, their 
costs would be lower than the standard cost used in this calculation and again 
the mark-up over cost would be correspondingly higher than 119 per cent. 

Another pricing formula which has been used by retail druggists is to 
take the cost of ingredients and simply add a $2 dispensing fee with no mark- 
up. This formula lowers the cost of high-priced drugs but increases the cost 
of low-priced drugs. While used by some pharmacists this formula has not 
received any important measure of acceptance, according to the Canadian 
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Pharmaceutical Association. Among the reasons given is the fact that the use 
of the manufacturer’s suggested list price plus a professional fee up to 75¢ 
has been common practice for decades and the fact that druggists are 
reluctant to increase prices in the lower brackets.* 


There is evidence that about 80 to 85 per cent of all retail pharma- 
cists in most provinces use the pricing guide which is endorsed by the local 
pharmaceutical association.” —The Restrictive Trade Practices Commission 
concluded: “The general effect of the practices followed by retail pharma- 
cists in pricing prescriptions is to produce uniform or closely similar prices 
for comparable prescriptions in the same area. Variations in prices are not 
excluded but they will not significantly affect the prevailing pattern of 
prices ”’.® 

The degree of uniformity may be explained on several grounds. 
Government regulations which require that certain drugs be sold to con- 
sumers only through drug stores under the supervision of properly qualified 
pharmacists, obviously constitute a formidable barrier to the entry of new 
kinds of competition. 

The Director of Investigation and Research under the Combines 
Investigation Act found no clear evidence of agreement among druggists to 
adhere to the pricing guides but he found that they were widely followed. 
Price competition is generally regarded by pharmacists as demeaning to 
their status as professional persons. The Director questioned the propriety of 
druggists’ associations performing the dual roles of regulating the profession 
of pharmacy and the operation of drug stores, from the point of view of 
protecting the health of the public and controlling the distribution of nar- 
cotics, etc., on the one hand, and acting as a trade association concerned 
with its members’ economic welfare on the other.* 


The Restrictive Trade Practices Commission concluded that vari- 
ations in retail prices gave rise to concern among druggists’ groups only 
when the possibility of lower prices was brought to the attention of the 
public through advertising. It was also the opinion of the Commission that 
part of the interest of provincial pharmaceutical associations in preparing 
and issuing price guides was due to their desire to lessen the amount of 
price variation.» The Commission also pointed out that the rules of some 
provincial pharmaceutical associations require that a coded price be shown 
on any prescriptions given back to customers. The Commission thought 
that there could be only one main reason for this requirement, that is, 


1The Canadian Pharmaceutical Association, Inc., op. cit., p. 72. 
? Restrictive Trade Practices Commission, op. cit., p. 394. 

3 Tbid., p. 400. 

“Green Book, op. cit., p. 256. 

5 Restrictive Trade Practices Commission, op. cit., p. 397. 


690 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


that any other pharmacist would identify the symbol and charge the same 
price. The Commission concluded that the coding of prices should be 
abandoned. 

One important consequence of the wide-spread application of the 
same percentage mark-up formula is that little incentive remains for retailers 
to seek or even handle lower-costing drugs because the higher the manu- 
facturer’s suggested list price, the higher the return to the druggist. 

Since the existing pricing system encourages the use of higher- 
priced drugs in favour of lower-priced drugs, an attempt on the part of the 
Federal and Provincial Governments to stimulate increasing use of generic 
name drugs because of lower cost is likely to face many difficulties. We 
discussed the desirability of increasing the use of generic name drugs in 
Chapter 16. We discuss in this chapter the need for cost-price and industry 
studies relating to drugs which would bring to the attention of the 
Parliament of Canada, the governments and the public as a whole, the 
results that may be obtained from measures to encourage wider use of 
lower-priced generic name drugs. Should the studies show that whatever 
measures were taken prove to be ineffective, further consultation among 
governments, the drug industry and the medical profession may become 
necessary to achieve the desired objective of lowering of the prices of drugs 
where this objective may be achieved without affecting the quality and 
effectiveness of the drugs in question. We believe that with co-operation of 
the various groups involved, drug prices can be brought down in Canada 
and that public understanding of the facts and reasons for high drug prices, 
followed by appropriate public policies, will assist in achieving this objective.? 


DRUGS IMPORTED AND MANUFACTURED IN 
CANADA 


The United States has been the main source of Canada’s imports 
of penicillin and streptomycin for many years. Great Britain has been the 
second most important source for both, until in the case of penicillin it was 
surpassed by Denmark in 1960.? According to the Director of Investigation 
and Research under the Combines Investigation Act, Italy and Denmark 
appear to be the chief sources of supply for those firms which import drugs 
which they cannot obtain otherwise because of patent control in Canada.+ 
Neither drugs themselves nor the processes by which they are produced can 


1 [bid., p. 499. 

? We stress further on in this chapter the need for an over-all programme of action and 
studies concerning drug costs and drug prices. (See also Chapter 2, Recommendation 81). 

° Restrictive Trade Practices Commission, op. cit., p. 47. 
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_be patented in Italy and only chemical processes can be patented in Denmark. 

Apart from the countries already named, Czechoslovakia and West Germany 
were important sources of imports of other antibiotics in 1961.1 It may be 
noted that in the case of a patented drug, an importer is likely to offer only 
a standard dosage form, while the Canadian patentee is likely to offer a wide 
variety of forms.’ 

In the course of the hearings conducted by the Restrictive Trade 
Practices Commission, Mr. Jules R. Gilbert appeared as a witness and was 
examined at some length about the effect of patents upon his company’s 
business and about the drugs which he imported. His evidence was sum- 
marized by the Commission as follows: 


“His company manufactures on its own premises about 70 per cent of the 
finished drug products sold by it. It does not make any basic drugs, 
importing at least 95 per cent of its requirements from outside Canada. 
He stated that, in respect of drugs for which patents are held, his company 
had difficulty in buying them in Canada. He cited the drug chloramphen- 
icol, stating that the price charged by a Canadian company producing 
under a patent licence was $208.00 a kilogram, that this company would 
not sell to him, but that he could buy the drug in Italy for about $34.00 a 
kilogram. Another instance was meprobamate, whose price by the same 
Canadian company was, he said, about five times what he regarded as 
normal. Nor would this Canadian company sell meprobamate to him. 

“His company had no difficulty in purchasing drugs that were not subject 
to patents and for such drugs the prices charged by the same Canadian 
company were very close to the duty paid world price. Where patents 
existed, however, there was a tremendous spread between the prices 
charged by Canadian companies and those available abroad, particularly 
in Italy, but also in Denmark, Switzerland, and for chloramphenicol, 
Hungary”.® 


Chloramphenicol and the tetracycline group of drugs are by far the 
most widely sold of the broad spectrum antibiotics. The prices of almost all 
brands of these drugs were reduced substantially between December 1959 
and June 1961 according to the Restrictive Trade Practices Commission and 
many of them were further reduced in 1962. The uses of these drugs overlap 
those of others whose prices were thereby apparently affected also. With 
respect to what caused the price reductions on chloramphenicol and the 
tetracyclines the Restrictive Trade Practices Commission noted that in 1959 
there emerged three small suppliers of imported chloramphenicol all of whose 
prices were well below those of the large manufacturers. One of them was 
also supplying tetracycline. By June 1961, other small suppliers became 
active. The evidence indicated that the Gilbert company was importing 
these drugs under their generic names at prices much below those available 


1 Restrictive Trade Practices Commission, op. cit., p. 52. 
2? Green Book, op. cit., p. 221. 
3 Restrictive Trade Practices Commission, op. cit., p. 343. 
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in North America. The Commission concluded that while other factors may 
have been at work in Canada it was the competition from the lower-priced 
generic drugs imported from Europe which was the most important element 
in the price reductions made by the large brand name manufacturers at this 
tinie:4 

This conclusion is supported, at least indirectly, by the following price 
comparisons which are based upon information filed with us by the Govern- 
ment of the Province of Alberta on February 12, 1962, and also upon the 
answers to specific questions which we asked the Canadian Pharmaceutical 
Manufacturers Association and which were filed on April 30, 1962. In each 
case, brand names are compared with their generic equivalents: 


Gilbert’s price to the retail pharmacist of Tetracycline was $14.40 per 100 

Lederle’s price to the retail pharmacist of Achromycin was $25.88 per 100 

Gilbert’s price to the retail pharmacist of Chloramphenicol was $10.00 
per 100 

Parke-Davis’ price to the retail pharmacist of Chloromycetin was $23.60 
per 100 

Intra’s price to the retail pharmacist of Enicol was $23.82 per 100 

Gilbert’s price to the retail pharmacist of Prednisone was $4.00 per 100 

Schering’s price to the retail pharmacist of Meticorten was $13.62 per 100 

Gilbert’s price to the physician of Prednisolone was $5.00 per 100 

Schering’s price to the retail pharmacist of Meticortelone was $13.62 
per 100 


Gilbert’s price to the retail pharmacist of Chloropromazine was $2.00 
per 100 

Poulenc’s price to the retail pharmacist of Largactil was $5.34 per 100 

Gilbert’s price to the retail pharmacist of Meprobamate was $1.08 per 100 

Wyeth’s price to the retail pharmacist of Equanil was $24.94 to $26.25 
per 500 


Ayerst’s price to the retail pharmacist of Miltown was $26.25 per 500.2 


After examining the evidence, we have concluded that imports of 
drugs have had the effect of reducing drug prices in Canada in certain 
important areas. In our view the benefits accruing to society as a whole from 
lower drug prices outweigh the possibilities of increasing manufacturing 
opportunities of such drugs in Canada where the smallness of the Canadian 
market makes production of such drugs in this country an uneconomic 
enterprise. 

Hence we conclude that consideration should be given to the possible 
reduction or abolition of tariffs on imported drugs, change in the administra- 
tion of “anti-dumping” regulations in respect to drugs, and to compulsory 
licensing under the Patent Act to include the licensing of imports of drugs 
with safeguards to assure the quality of drugs brought into Canada. These 
subjects are discussed more fully later on in this chapter. 


t Tid Dolo: 
? Department of National Health and Welfare, Research and Statistics Division, op. cit. 
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PRICE TRENDS 


The price index for prescriptions, compiled by the Dominion Bureau 
of Statistics has not risen as rapidly as the cost of living index. The 
index for prescription drugs was 106.1 in 1951, it rose to 111.6 in 1959, to 
112.9 in 1960, and dropped back to 100.6 in 1961.1 However, the annual 
surveys conducted by the Canadian Pharmaceutical Association and reported 
in the Canadian Pharmaceutical Journal show that the average price per 
prescription in Canada increased 86.9 per cent between 1951 and 1961.? 
In addition expenditures on prescribed drugs in retail drug stores as a 
percentage of Gross National Product rose annually in the period 1953 to 
1959 inclusive from 0.2 per cent to 0.3 per cent, and remained unchanged at 
0.3 per cent in 1960 and 1961.% These apparently conflicting trends can 
only be reconciled if there has been greater use of higher-priced drugs or if 
there have been larger quantities dispensed per prescription. 

The limited purpose to which the Dominion Bureau of Statistics Price 
Index of Drugs is devoted should be borne in mind: it is used as a com- 
ponent of the Consumer Price Index which measures changes in prices of 
a specific basket of goods. This basket is periodically reviewed. In the case 
of drugs, the last revision occurred in 1957. 

The price index on drugs covers only five drugs on a weighted basis.* 
As a result the price index reflects price changes of only a minute fraction of 
the several thousand items in use in Canada as prescribed drugs. 

We conclude that any examination of drug prices requires more 
intensive inquiry than reliance on the general purpose price index on drugs 
currently in use by the Dominion Bureau of Statistics. In effect it would 
be our hope that, if cost-price and industry studies relating to drugs are 
undertaken, more comprehensive price indices with appropriate subdivisions 
will be developed covering prescribed pharmaceuticals in Canada. 

In the analysis of the industry which he prepared for the Canadian 
Pharmaceutical Manufacturers Association, Professor Brian Dixon referred 
to one drug company which had discovered that the products which made 
up 60 per cent of the items in its regular line and contributed 45 per cent 
of its sales volume at one time, ceased to exist on the market at the end 
of a ten-year period.® Similarly the Director of Investigation and Research 
under the Combines Investigation Act pointed out that one large company, 





1 Restrictive Trade Practices Commission, op. cit., p. 390. 

2 Tbid., p. 388. 

8’ Department of National Health and Welfare, Research and Statistics Division, op. cit. 

*The drugs covered are: (a) Tetracycline capsules, (b) two types of Penicillin tablets, 
(c) Phenobarbital tablets, (d) Secobarbital Sodium capsules and (e) Meprobamate N.N.D. 
(non-narcotic drug) (2-methyl-2-n-propyl-1, 3-propanediol dicarbamate). 

5 Restrictive Trade Practices Commission, op. cit., p. 368. 
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Smith Kline & French, reported that 60 per cent of its sales are of products 
less than three years old and 80 per cent of its sales are of products less 
than six years old. In the case of this company the Director naturally con- 
cluded that a comparison of present prices with prices ten years earlier 
would be meaningless because the same products were not involved.! Further 
the Canadian Pharmaceutical Association indicated that one large United 
States pharmaceutical company, American Home Products (whose sub- 
sidiaries Wyeth and Ayerst operate in Canada) stated before the Kefauver 
Committee in 1960 that 65 per cent of its current ethical drug business 
was in products that did not exist five years previously. The Canadian 
Pharmaceutical Association also referred us to an estimate that for the 
pharmaceutical field as a whole, 50 per cent of the products now being 
used were not on the market five years ago and 75 per cent were not on the 
market ten years ago.” 

The price histories of a number of important drugs have been sub- 
stantially different according to whether the drugs were subject to patent 
control or whether they were not. The Director of Investigation and Research 
under the Combines Investigation Act found that the prices of the older 
penicillins had declined very greatly since their introduction. As an example 
he referred to a kind of penicillin introduced by Eli Lilly and Company 
(Canada) Limited in 1948 with a list price of $23.40 which by September 
1959 had a list price of only $1.50. Streptomycin and dihydrostreptomycia 
were the next antibiotics to be discovered after penicillin and they likewise 
were highly priced at first but have aiso experienced a very large decline 
in price.? 


The Restrictive Trade Practices Commission concluded: 


“« ..In respect of the older penicillins, for which no patents were obtained, 
and the streptomycins, for which licences were freely given, prices soon 
began to decline and over a period of some years reached a level that 
appears to have been very close to costs. However, in respect of later 
drugs controlled closely by patents, notably the five broad spectrum anti- 
biotics, the story is quite different. Chlortetracycline (Aureomycin), 
chloramphenicol (Chloromycetin) and oxytetracycline (Terramycin) came 
on the market in Canada successively within a year or two, beginning 
in May 1950. Price reductions occurred down to 1953, due largely to 
improvements in methods of production. From 1953 till late in 1960 no 
reductions occurred. When Cyanamid introduced tetracycline (Achromycin) 
in 1953 and demethylchlortetracycline (Declomycin) in 1959 it adopted 
the prevailing price of the three earlier broad spectrums. When price 
reductions did occur late in 1960 there may have been several contributing 
factors, but the Commission is of the opinion that the lower prices of 
imported European drugs constituted the most important one. During the 
intervening years, notwithstanding that all of these drugs enjoyed large 


1 Green Book, op. cit., p. 237. 
? The Canadian Pharmaceutical Association, Inc., op. cit., p. 27. 
* Restrictive Trade Practices Commission, op. cit., p. 323. 
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sales and that the costs of both basic drugs and finished dosage forms 
showed remarkable variations between companies, no company thought 
it desirable to reduce its prices. It was as if the price established in 1953 
had come to be regarded as the right price”. 


Further reductions occurred in the prices of the drugs referred to 
by the Commission in 1962.” Other antibiotics declined in price in the same 
period. Between December 1959 and June 1961 the following drugs experi- 
enced the substantial reductions in list prices indicated: erythromycin 15.7 
per cent, griseofulvin 29.2 per cent, neomycin tablets 41.1 per cent, novo- 
biocin 15.1 per cent, triacetyloleandomycin 15.5 per cent, spiramycine 30.5 
per cent. There were, however, no reductions in the list prices of cycloserine, 
kanamycin, neomycin sulphate powder, nystatin, ristocetin, vancomycin and 
viomycin sulphate. The latter items are all specialty products which have 
to face little or no competition.® 

Between December 1959 and June 1961 reductions were made in 
the list prices of almost all brands of meprobamate. Similar reductions 
occurred with respect to prednisolone and prednisone, but not with respect 
to other important corticosteroids in the supply of which there were few 
firms handling generic products.* 

In the study which he did for the Canadian Pharmaceutical Manu- 
facturers Association, Professor Brian Dixon made the following observation 
about price trends for individual drugs. Initially, the price set for a new 
drug is demand oriented in the sense that it is not based on cost so much 
as on estimates of demand and the availability of substitutes. Introduction 
of competing products or improvement in production of the drug in question 
tends to reduce its price to a second level where it often stays. Eventually 
it may be largely displaced by another drug significantly better in therapeutic 
performance. At this point sharp price reductions on the first drug would 
have little effect, because, according to Professor Dixon, the customer is not 
interested in an inferior product at any price, except perhaps on the fringe 
of the market. Thus there is no point in the manufacturer’s reducing the 
price further and price rigidity becomes manifest. 

Professor Dixon suggested the only competitive solution for the manu- 
facturer of the first drug was to introduce some innovations himself. This 
analysis appears to be incomplete in important respects. The evidence sug- 
gests that drugs are sometimes displaced by means of successful sales promo- 
tion campaigns, whether or not the new drugs give significantly better 
performance. Moreover it is not the consumer who makes the choice between 
the new and the old drug. It is a logical inference that if faced with the 


11 bid., p. 511. 
SIDId. ps 332. 
“UDid., Pp. 351. 
eipid.p: 336. 
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opportunity of using a new drug with a slightly greater therapeutic value 
at the cost of a big increase in price, the consumer might have a very different 
interest from the physician. Finally, the evidence made available to us sug- 
gests that a number of important drugs have not in fact followed the pattern 
suggested by Professor Dixon but were reduced substantially in price only 
as a result of the competition of imports. 

We were told by the Ontario Branch of the Canadian Society of 
Hospital Pharmacists that in the year 1961 there was a modest pause in the 
rising trend in drug costs primarily due to the reduction in price of many 
of the major antibiotics. This trend appears to have been temporary as newer 
drugs are now appearing on the market to replace some of those that were 
reduced in price.t This opinion was shared by the Director of Pharmaceutical 
Services for the Saskatchewan Department of Health who said that while 
there was a tendency for the cost of individual preparations to remain fairly 
stable or even fall in price, many drugs in recent years have had only a 
short period of popularity before being superseded by newer drugs which 
have had a tendency to come on the market at higher prices than their 
predecessors.2 These opinions appear to be supported by data given to us 
by the Province of Alberta covering the years 1958 to 1961. In the Aberhart 
Memorial Sanatorium, where the use of antibiotics predominates, the cost 
of drugs per patient-day has risen from 1675 cents to more than 27 cents 
in a three-year period. At the Ponoka Mental Institute, where ataractic drugs 
are used in greatest proportion, the cost has risen from one cent to more 
than two cents per patient-day over the same period.° 


INTERNATIONAL COMPARISON OF DRUG PRICES 


The Director of Investigation and Research under the Combines 
Investigation Act presented in the Green Book* some international com- 
parisons of 1959 prices for a number of important drugs. Some of these 
comparisons are reproduced here in simplified form, e.g., where more than 
one price was available from a single country, the highest price is used so 
as to understate, if anything, the apparent disadvantage to the Canadian 
consumer: 


1 Ontario Branch of the Canadian Society of Hospital Pharmacists, brief submitted to the 
Royal Commission on Health Services, Toronto, June 1962, p. 18. 

2 Totten, W. J., Director of Pharmaceutical Services, Medical Services Division, Sas- 
katchewan Department of Public Health, address delivered to the Canadian Pharmaceutical 
Association Convention in August 1960; see Appendix A, The Saskatchewan Pharmaceutical 
Association, brief submitted to the Royal Commission on Health Services, Regina, January 1962. 

8 The Government of the Province of Alberta, op. cit., p. 110. 

Green Book, op. cit., p. 203. 
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Product 


Prednisone 


Chlorpro- 
mazine 


Prochlor- 
perazine 


Mepro- 
bamate 


Country 


Japan 
Australia 
Panama 

Italy 

Canada 
United States 
Austria 
Holland 
Brazil 

Great Britain 


Canada 


United States 
Japan 


Brazil 
Belgium 
Holland 
Italy 
Germany 
Australia 
Great Britain 
France 
United States 
Canada 
Australia 
Great Britain 
Belgium 
France 
Germany 


Venezuela 
India 

Iran 

Canada 
Holland 
Australia 
United States 
Belgium 
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Marketing Company Price to Druggist 
$ 
PERE Kane or en iets 21.18 
EN rey a eee 24.00 
i oe Tiere eR 22.99 
LS OD ret et reser ean ye 22.16 
Je AER NY Me Rae hs le 20.80 
ART ER Ry are SEI £7.90 
oh ees Serrano eet 17.16 
) SE trem ee 16.05 
pl Sear ot itr heirs aorretes 14.15 
se Soli sts eg Eee 
Rhone-Poulenc .............. D7 2 
Smith Kline & French .... 3.03 
Banyu Pharmaceutical 
Oe ae a ed 2.14 
IO ts Ae ee) 
S10, 012 ie ere ee kr ames bid 
SDC ats Soe ees 131 
Parinitalig. 3a. Boiss 122 
DAV el rere i ese eh 97 
May & Baker .4..c05... 94 
Woy & Baker. 02.2... Rik 
Dpecla erar eo eect St 
Smith Kline & French .... 3.93 
Rhoneé-Poulenc .............. 3.60 
Wave Baker gp 2.84 
May © Baker =n005.5.. 2.24 
Specin. «ge 1.61 
Seed tite eee .80 
Aver fy ee .80 
Wivetl 500 7 fea 5.44 
SS 1) pene aa eae 4.79 
Gee 001 e eae en cere 4.68 
WOU 475 ee 3.60 
Cyanamid- 8 .500h.cc lo 3.56 
WY yet) oe ee 3.47 
1G 1m aaa Ae snc RCA a Pe 3.25 
Cyanannd 25). an ee S20 
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Product Country Marketing Company Price to Druggist 
$ 
France Bylav ke cca ere 2,05 
Japan Banyu © 2.2.97 eee 2.56 
Brazil IW Vet on ae iene eee Zoe 
Mexico Cydia Ca eee ee 2.00 
Italy Wet. vue at ae ee 1.94 
Austria G@yanamiid (se see eee 1.56 
Great Biitain @yanaiiid a eee 1.48 
Germany Assehc emia ctl) a 1.36 
Argentina Cyananlicies aan TS 
Sparine Canada Wivethi fee. yee er terre SES) 
WitedeStatCS ay CCU se) een eee eee 3.00 
Venezuela < oe eines ane te Zon 
Mexico AO ae oa ee 1.66 
Holland pine Se ae a en 1239 
Italy aa ia hear a ee ee 1.32 
Brazil Sy ool ae ee 1.26 
Australia Sia eee trea ts tt Sooke, 94 
Germany Bayete ppc crenc tr emer oS 
Serpasil United States 12.00 
Canada 9.87 
Venezuela 7.85 
Japan D700 
Brazil 553 
India 529 
Italy 4.90 
Tran 4.87 
Australia 4.4] 
Belgium 4.24 
Great Britain 3.94 
Germany 3.42 
Austria 2.78 
France at 


Cyanamid of Canada gave evidence to the Restrictive Trade Practices 
Commission about comparative prices in a number of countries in late 1961 
for its product Achromycin. Tabulated below are suggested prices to the con- 
sumer for packages of 16 and 100 capsules: 
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Product Country Marketing Consumer 
Company List Prices 
(16’s)  (100’s) 
$ $ 
Achromycin Greece Cyanamid T3L6 38.61 
United 
States iy Hell 43.13 
Canada m Hg 43.13 
Costa Rica if 6.01 34.80 
Japan local production 6.00 26.39 
Colombia Cyanamid 5.84 34.62 
Italy local production 5.81 — 
Mexico Cyanamid Deo) 33.13 


The Commission was informed that achromycin is produced in both Japan and 
Italy, but in the other countries mentioned, it is imported from the United 
States.? 

Cyanamid of Canada also presented the Restrictive Trade Practices. 
Commission with a comparison of its actual sales by product groups at 
Canadian prices with what such sales would have amounted to, calculated 
according to American prices. For all products distributed by the Canadian 
company, the difference between the price level in the United States and 
the higher Canadian price level was about equal to the amount of the federal 
sales tax.? 

The Green Book contains a comparison of the list prices of certain 
drugs in the latter part of 1959, in Canada and the United States.? Included 
in the comparison are penicillins, dihydrostreptomycin, broad spectrum and 
other antibiotics and tranquillizers. In the comparison, there are 75 items. 
if each package size of drug listed for both countries is treated as a separate 
item. In the large majority of instances, the price is higher in Canada than 
in the United States.4 The Canadian Pharmaceutical Manufacturers Associ- 
ation reworked the comparison to remove the federal sales tax from the 
Canadian prices. On this basis, out of a total of 69 items, prices of 11 items. 
were the same or within three cents of each other in the two countries, prices 
of 30 items were lower in Canada than in the United States, and prices. 
of 28 items were higher in Canada than in the United States.° 

Additional light is thrown on the general relationship between prices. 
in Canada and the United States by another comparison made by the 


1 Restrictive Trade Practices Commission, op. cit., p. 406. 
albid., 02 415. 

3 Green Book, op. cit., p. 210. 

4 Restrictive Trade Practices Commission, op. cit., p. 411. 
“Nbid., p. 415. 
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Canadian Pharmaceutical Manufacturers Association. Comparing list prices 
of 14 companies selling both in Canada and the United States and covering 
a total of 1,213 products, the Association found that 739 were higher priced 
in Canada and 212 were higher priced in the United States (the remainder 
were presumably the same).1 The Canadian list prices included the federal 
sales tax. To remove it would of course drop some products from the 
higher-in-Canada classification. Where Canadian prices were higher, how- 
ever, the differences appeared in most cases substantially to exceed what 
could be attributed to the tax (i.e., five to six per cent of the retail price). 

We have earlier referred to the effect of the application of an unchang- 
ing percentage mark-up by the retail druggist, in expanding any initial 
difference in the price from the manufacturer to what may be (if the 
drug is an expensive one) a substantial difference in dollars and cents at 
the retail level. In addition, there is another factor. Resale price mainten- 
ance is illegal in Canada and the Director of Investigation and Research 
under the Combines Investigation Act found no evidence that manufac- 
turers of drugs attempted to force druggists to maintain prices. In the United 
States on the other hand, in those states in which so-called “Fair Trade” laws 
are in force, drugs are subject to them and druggists can be compelled to 
maintain the “Fair Trade” prices. It is ironic that in spite of these legal 
differences, Canadian druggists appear to be reluctant to cut the manufac- 
turers’ suggested resale prices, whereas in the United States, the so-called 
‘Fair Trade” price is normally set at about 90 per cent of the suggested 
resale price, and there is evidence that this lower price level tends to prevail 
in some areas.” 

We have made the point earlier that in many European countries 
the organization of the distribution of drugs differs greatly from that in 
Canada and the United States. We mentioned the rigid control in Denmark 
of the number and location of retail pharmacies, and that their activity is 
confined to handling pharmaceuticals. The Restrictive Trade Practices Com- 
mission was informed that in addition, prescription pricing in Denmark is 
controlled by the government. It was told that in 1958 the average cost of 
prescriptions filled in Denmark was less than $1 as compared with the 
average cost in Canada at retail of $2.78.° 

The Canadian Pharmaceutical Association drew our attention to the 
fact that average prescription prices at retail tend to be higher in the United 
States than in Canada. The respective averages were estimated to be $1.90 
and $1.68 in 1951, and $3.19 and $3.06 in 1960.4 In the light of the other 
evidence which we have referred to, this suggests that a larger proportion of 


1Tbid., p. 414. 

2 Green Book, op. cit., p. 89. 

8 Restrictive Trade Practices Commission, op. cit., p. 409. 

4 The Canadian Pharmaceutical Association, Inc., op. cit., p. 132. 
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the more costly drugs are prescribed in the United States than in Canada. 
This difference may rest upon the earlier introduction or more effective 
promotion of the higher costing drugs in the United States, or it may per- 
haps reflect greater concern on the part of Canadian physicians for their 
patients’ purses. . 

We turn now to an examination of the institutional factors as they 
affect cost and price levels of drugs prescribed and sold in Canada and we 
deal in particular with the Patent Act, the Trade Marks Act, Tariffs and 
other legislation. 


PATENT ACT 


In Canada, since the overwhelming proportion of patents issued is 

held by foreign residents, we might assume that the cost to the country of 
obtaining the benefits of the patent system can be measured by whatever 
royalty payments are made. This is not the case. The Restrictive Trade 
Practices Commission makes the comment “that drug manufacturers have 
secured far more from the price margins on drugs under patent control than 
would have been secured from any royalties which might have been awarded 
under compulsory licences’’.! The essence of the patent system is that the 
owner of the patent may charge monopoly prices for his product and call 
upon the power of the state through the courts to protect his monopoly 
position. Experience elsewhere with the patent system, however, indicates 
that other monopoly elements may develop which are not so obvious. Among 
such elements which have been identified are the tendency for patents to 
accumulate in few hands (in such circumstances the monopoly power of 
a patent portfolio is generally considered to be greater than the sum of the 
little bits of monopoly coming from individual patents), the fact that patent 
litigation can be used as a powerful coercive weapon, and the fact that com- 
petition may be eliminated through cross-licensing of patents with other 
important producers. 

Against this kind of background many countries have given drugs 
special treatment in the development of their patent systems. For example 
in Italy neither medicines nor processes for their production are patentable. 
In a few countries including the United States and Great Britain, both the 
drugs themselves and the processes for their manufacture may be patented.” 
In Canada processes are patentable. Under Section 41 (1) of the Patent Act 





1 Restrictive Trade Practices Commission, op. cit., p. 523. 
2 Tbid., p. 99. 
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however, whenever the process of manufacture is a chemical one, a patent 
can be obtained only for the process, or for the drug when produced by 
that process alone. Moreover, a recent judgment of the Supreme Court of 
Canada makes clear that a substance, intended for food or medicine, which 
is produced by a chemical process cannot be claimed as an invention by 
itself. It must be accompanied by a valid claim for the process.1 The pro- 
duction of the same drug by another process, therefore, would not involve 
infringement. However, when a drug is produced by a process other than a 
chemical one, then both the process and the product may be patented 
individually and the claim for the product will be valid regardless of the 
process by which it is produced. 

There is one consideration which makes the position. of the holder 
of a Canadian patent less vulnerable than it might appear in comparison 
with that of the holder of an American patent. Under Canadian patent law, 
automatic protection is assured by a process patent which prevents the im- 
portation of products made abroad by processes patented in Canada. The 
theory is that the value of the process patent could be adversely affected if 
products manufactured by the process abroad could be freely imported. In 
the ordinary case this automatic protection from imports applies whether 
the product is new or not. However, we are informed that in order for the 
automatic protection to apply to drug patents the product itself must be 
new also.2 In the United States there is no automatic protection of the 
patented process when the product is not also patented. As a result, drugs 
of Italian manufacture made by processes patented in the United States are 
coming into that country in increasing quantities at low prices.° 

Another reason why the importation of drugs into Canada may be 
more difficult than appears at first glance is that because of the manner of 
establishing whether or not two drugs have been made by the same process. 
Section 41 (2) of the Patent Act puts the onus of proof on the shoulders of 
the defendant in an infringement suit.* 

In the Patent Act there exist provisions for the compulsory licensing 
of patents on grounds which are applicable to all fields and not just to drugs. 
Compulsory licences may be issued whenever patents have been used to 
restrain or injure trade unduly or whenever the exclusive rights provided 
by the patents have been abused. In addition to such general provisions 
Section 41 (3) of the Patent Act provides specifically for the compulsory 


1C. H. Boehringer Sohn versus Bell-Craig Limited, 1963 (unreported). 

*Transcript, op. cit., June 2, 1962, Vol. 66, p. 12581. 

3 Committee for the Furtherance of Creative Research in the Pharmaceutical and Allied 
Industries, brief submitted to the Royal Commission on Health Services, Toronto, June 1962, 
Daou. 

“Restrictive Trade Practices Commission, op. cit., p. 101. 
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licensing of patents relating to food and drugs. The significance of this 
special provision is reviewed in the following passages of the Report of the 
Restrictive Trade Practices Commission: 


“There can be no doubt that Parliament enacted subsections (1) and 
(3) of section 41 of the Patent Act in the interest of public health. Under 
section 41 (1), a pharmaceutical product may be patented if produced 
by a process other than a chemical one, but whenever the process of 
manufacture is chemical, a patent can be obtained only for the process 
or for the drug when produced by that process. Thus a drug produced 
by a chemical process receives less protection than those produced by other 
processes. When a drug made by any process, chemical or other, is subject 
to patent protection, a compulsory licence to manufacture such drug can 
be obtained under section 41(3) at any time on application to the 
Commissioner of Patents unless the Commissioner sees good reason not to 
grant the licence. The subsection further provides that in fixing the royalty 
payable under the licence the Commissioner shall have regard to the 
desirability of making the medicine available to the public at the lowest 
possible price consistent with giving to the inventor due reward for the 
research leading to the invention. 

“One would expect to find competitors eagerly seeking licences in a 
period when many new drugs have been coming on the market, some of 
which have marked great advances in the treatment of certain types of 
diseases, and many of which have found wide acceptance and enjoyed 
very substantial sales. The prospect of profit should lead to such activity. 
What has been the actual situation? From 1923, when the special 
compulsory licence provision was enacted, to 1949 only one application 
was made for a compulsory licence. From 1949 to January, 1963, 22 
applications were made. Of these, 2 were withdrawn and 2 have not 
been proceeded with. Indeed the foregoing record indicates that the 
compulsory licensing provisions have been put to very insignificant use. 

“In his evidence before the Commission (Hearing, p. 296), 
Mr. J. W. T. Michel, the Commissioner of Patents, stated that only one 
application had ever been refused. It was an application for a licence to 
import, not to manufacture. As a rule, therefore, there appears to be no 
serious difficulty in the path of an applicant. Up to 1959, however, there 
may have been some uncertainty about the right interpretation to be given 
to section 41(3). In that year the Supreme Court of Canada ruled that 
section 41(3) applied to the product when produced by a chemical process 
as well as to the process itself. The uncertainty that may have prevailed 
up to the time of this decision may have contributed to the view that 
an application for a compulsory licence would be a lengthy matter at best 
and might lead to expensive, long drawn out litigation of which the out- 
come would be doubtful. For this reason, the Commission tried to ascertain 
whether the decision referred to above resulted in some increase in appli- 
cations for compulsory licences. There were 8 applications from 1949 to 
July, 1960 and 6 in the next twelve months, but of these 6, 2 have since 
been withdrawn and 2 have not been proceeded with. Since July 1961, 
8 more applications have been made, but none has yet been disposed of. 
It appears, therefore, that some increase has occurred in the number of 
applications, but in view of their subsequent history the increase cannot 
be regarded as significant. 


“It may be argued that the compulsory licensing provisions induce 
the patent holders to grant licences on a voluntary basis. The Commission 
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has no means of ascertaining the number of voluntary licences, but the 
survey conducted by the C.Ph.M.A. indicates that the number is quite 
small in comparison with the number of manufacturing companies and the 
number of successful new drugs. With respect to this matter, 
Mr. J. W. T. Michel stated that there is still a marked tendency on the 
part of foreign companies holding Canadian patents to object strenuously 
to the granting of licences (Hearing, p. 302). Apart from cross licensing 
arrangements arising out of conflicting patent claims of 2 or more 
companies, there appear to have been no voluntary licences granted in 
respect of the five most important broad spectrum antibiotics. The posi- 
tion is almost the same for the newer penicillins, the tranquillizing or _ 
ataractic drugs and the corticosteroids. It is significant that it is precisely 
these four categories of drugs that have had the greatest impact upon 
the market during the last twelve or fourteen years. A number of them 
have had very large sales and have earned great profits for the patent 
holders. For these reasons, the Commission does not consider that the 
small number of applications for compulsory licences can be explained 


by the willingness of the patent holders to grant licences on a voluntary 
basis.”” 


The evidence indicates that meagre use has been made of the com- 
pulsory licensing provisions of Section 41 (3) of the Patent Act. The 
Restrictive Trade Practices Commission suggested a number of factors which 
singly or in combination may act as deterrents either to voluntary or com- 
pulsory licensing. Possibly the rapid obsolescence of drugs means that most 
firms do not think it worthwhile to set in train the action necessary to obtain 
licences. Possibly the delays and inconvenience involved in obtaining a licence 
deter prospective producers from seeking them. In this connection the Com- 
missioner of Patents gave evidence that even without any significant opposi- 
tion, the length of time required from the making of an application for a 
compulsory licence to the issuance of it cannot be shortened to less than 
seven or eight months. If the patent holder wished to resist the claim for a 
compulsory licence he might of course appeal all the way to the Supreme 
Court of Canada2. Perhaps the size of the capital expenditures required for 
producing a drug in relation to the size of the market discourages a second 
or third manufacturer from undertaking to make the same product. Potential 
rivals may be deterred by the expensive promotion which would be necessary 
to win business against an established product. Important know-how may 
exist which would not be disclosed by the patent. In some cases the probable 
royalty payment might be regarded as excessive. The policy of large drug 
firms may be to respect one another’s patents and not to seek compulsory 
licences, although no evidence of this was presented to the Restrictive Trade 


1 Parke, Davis & Company, Ltd. versus Fine Chemicals of Canada Limited, 30 Canadiam 
Patent Reporter, 59, as quoted in Report of the Restrictive Trade Practices Commission, op. cit., 
p. 508. 

Ibid, p18: 
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Practices Commission. The most probable explanation in the view both of 
the Director of Investigation and Research and the Restrictive Trade Prac- 
tices Commission is that most of the large drug firms in Canada are sub- 
sidiaries of international companies with world-wide operations which are 
interested in promoting their own specialties. They are not interested in 
producing and promoting a product competitive with someone else’s 
specialty for the Canadian market alone. Support for this explanation exists 
in the fact that the few compulsory licences which have been issued have 
gone chiefly to wholly-owned Canadian firms.+ 

The Royal Commission on Patents, Copyright and Industrial Designs 
in its Report on Patents of Invention dated December 31st, 1959 discussed 
the subject of compulsory licensing. Without giving it strong endorsement 
the Ilsley Commission recommended that the general patent system in 
Canada be retained, but only with important modifications. Among the 
modifications recommended was the wider use of compulsory licensing. It 
indicated that it was concerned about the possibility of delaying tactics being 
‘employed against this wider use. To prevent such delays, the Isley Com- 
mission recommended that rules be made for proceedings before the Com- 
missioner of Patents that would provide for complete disposition of every 
application for a compulsory licence within three months after proof of 
service of notice of the application upon the patentee. If serious delays 
developed, notwithstanding the new rules, the Isley Commission believed 
that amendments to the Patent Act should be considered to make licences 
issuable as of right. The Restrictive Trade Practices Commission endorsed 
these recommendations to the extent that the patent system continues to be 
applied to drugs.” 

However, the Restrictive Trade Practices Commission was im- 
pressed, as the Ilsley Commission had been, with the views expressed by 
Penrose that: 


“*Any country must lose if it grants monopoly privileges in the domestic 
market which neither improve nor cheapen the goods available, develop 
its own productive capacity nor obtain for its producers at least equivalent 
privileges in other markets. No amount of talk about the ‘economic unity 
of the world’ can hide the fact that some countries with little export trade 
in industrial goods and few, if any, inventions for sale have nothing to 
gain from granting patents on inventions worked and patented abroad 
except the avoidance of unpleasant foreign retaliation in other directions. 
In this category are agricultural countries and countries striving to 
industrialize but exporting primarily raw materials.’ ’’* 


* Tbid., p. 510. 
* fbid., p, 5135; 


8’ Penrose, Mrs. Edith T., The Economics of the International Patent System, 1951, 
. pp. 116-117, as quoted in Ibid., p. 517. 
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Applying the tests suggested by Penrose, the Restrictive Trade Practices 
Commission concluded: 


“The evidence collected in this inquiry does not show that patents have 
either cheapened the drugs available in Canada or improved them in any 
way. Productive capacity in Canada has definitely increased, but bearing 
in mind the great increases that have occurred in Italy, where there are no 
drug patents, it appears likely that Canadian productive capacity might 
have grown without patent protection, perhaps even at a faster rate than 
has occurred. Canadian producers have, in International Convention 
countries, whatever privileges those countries give their own nationals, 
which may or may not be the same as those granted in Canada by 
patents to nationals of those countries. Finally the Commissioner of 
Patents stated in evidence that with respect to Canadian patents generally 
the percentage held by Canadian residents was less than six per cent 
and in respect of drugs it was definitely less than that (Hearing, p. 310). 
It is therefore clear that Canada has very few drug inventions for sale. 
This has been the situation for many years and the Commission sees 
nothing in the evidence which suggests there is likely to be any significant 
change. The Commission has no complete information as to the volume of 
Canadian exports of patent protected drugs, but from the figures for 1958 
contained in Table XLII of the Green Book it would not appear to be 
large. For these reasons Canadian drug patents appear to have conferred 
substantial economic advantages on patentees, nearly all of them foreign. 
Only a handful of Canadians have received similar benefits therefrom”. 


The Restrictive Trade Practices Commission, not having found any 
advantages to Canada from the patent control of drugs which would offset 
in any significant degree the disadvantages to the Canadian public, nor be- 
ing able to see any change in the foreseeable future, concluded that the 
only effective remedy was the abolition of patents on drugs. Even if com- 
pulsory licences were issuable as of right the Restrictive Trade Practices 
Commission believed that only the small Canadian drug companies would 
take advantage of such provisions. The results would only be palliative, not 
remedial.* The Commission did not apparently address itself to the question 
of how effective a remedy might be provided by compulsory licences to 
import. 

We asked the Canadian Pharmaceutical Manufacturers Association 
the specific question: “Is there any reason why the Patent Act (Canada) 
should not be amended so that an importer might be able to obtain a licence 
to import for sale in Canada any patented drug by paying a royalty fee to 
be fixed by the Commissioner of Patents or by statute provided that the 
quality of the imported drugs meet Canadian standards?” The Association 
did not in its answer raise any special issues affecting the drug industry, 
but in essence, simply said the requirement that the patentee must work his 


1 [bid. 
a1 Didsep a L0. 
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patent on a commercial scale in Canada is a fundamental of our Patent 
Act.t However true this may be of existing legislation, the Isley Commis- 
sion recommended that the Patent Act be clarified to establish a quite dif- 
ferent principle. It wrote: 


“In short, as we foresee the effect of our proposals, it is this: the rights 
under patents will be potentially available to persons able and willing to 
work inventions in Canada, and whether or not capital and labour 
should be applied to their working will depend on such considerations 
as would normally affect such a decision in the absence of any patent 
rights. 


“We see no particular merit in attempting, by a bias in our legislation, 
to direct investment to the working of new inventions. Rather, we believe, 
the public interest will best be served if investment finds its way into the 
most productive fields available rather than being artificially diverted 
into exploitation of new inventions where the value of the enterprise 
to the economy is doubtful”? 


| Three principal aims of the patent system have been suggested by 
Dr. Vannevar Bush. First it seeks to stimulate invention and the search for 
new applications of knowledge. Second it seeks to promote the introduction 
into public use of the new devices or processes. Third it seeks to eliminate 
secrecy and to make available to others skilled in the field full disclosure 
of the new ideas. The Restrictive Trade Practices Commission examined the 
extent to which these objectives were achieved in the special circumstances 
of the Canadian drug industry.? About the third point the Commission con- 
cluded that no substantial benefit flows from the fact that discoveries are 
disclosed to the Canadian Patent Office. Most discoveries are made abroad 
so that when they are filed in Canada, they have already been made known 
to the world. In some cases know-how rather than the patent itself may be 
of primary importance and the patent system does nothing to disseminate 
this knowledge. Moreover the suggestion has been made that it is the in- 
ventor who is least sure he can guard his secret who is likely to be the most 
interested in obtaining the protection of the state in the exploitation of his 
monopoly. 

With respect to the second objective the Commission concluded 
that patents are no prerequisite for the investment of funds in new lines of 
production. In the absence of patents, there would still be market oppor- 
tunities for drug firms in Canada as there are at the present time for all 
other lines of production where patents are not important. 


1Canadian Pharmaceutical Manufacturers Association, Answers to Specific Questions 
received from the Royal Commission on Health Services, op. cit., p. 16. 


2 Royal Commission on Patents, Copyright and Industrial Design, Report on Patents of 
Invention, Ottawa: Queen’s Printer, 1960, p. 81. 


8 Restrictive Trade Practices Commission, op. cit., p. 518. 


708 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


As to the first objective there are a number of reasons why patent 
protection is not likely materially to stimulate research and invention in the 
Canadian drug industry. In the first place Canadian patents are overwhelm- 
ingly owned by foreigners who have in the past found it more efficient to 
concentrate research activity elsewhere. In the second place recent increases 
in research spending in Canada do not reflect a major shift in this situation 
but are largely due to increased clinical testing in Canada, now required 
under regulations of the Food and Drug Directorate. 

In the third place the main Canadian research contributions have come 
from non-commercial activities of organizations like the Connaught Lab- 
oratories for example. Patents therefore cannot be a sine qua non of major 
advances in the drug field. In fact as we have indicated earlier, there is con- 
siderable controversy about how important the contribution of the patent 
system elsewhere has been to major advances in drugs. It does place a profit 
premium on the development of minor modifications which can be patented 
but which may have slight value or even questionable merit. In the fourth 
place there are suggestions that a plateau has been reached and that recent 
discoveries in the realm of fundamental research have now been fully ex- 
ploited by the drug companies, and until a major break-through again occurs 
the same opportunities will not exist anywhere for the development work 
which the drug companies have so far engaged in outside Canada. 

So far as research in Canada is concerned, even assuming that 
greater emphasis should be given to commercial rather than non-com- 
mercial organizations, there are rather clear alternatives to the patent 
system for encouraging such commercial research. Amendments to the Income 
Tax Act in 1961 provided for acceleration of the rate at which capital 
expenditures on research could be written off as expenses. In 1962 a new 
plan administered through the National Research Council provided that 
financial assistance for applied research and development would be given 
on a matching basis, with the government contributing up to 50 per cent 
of the cost of some projects. Also in 1962, corporate taxpayers undertaking 
to increase industrial research in Canada were permitted to deduct 150 
per cent of their increased expenditures on scientific research for industrial 
purposes. 

There appears little reason to believe that the abolition of patents 
in Canada would have any effect on research activities in the United 
States or Europe. On the other hand, the results of such research would not 
be withheld from the Canadian market because this market would continue 
to offer profitable marketing opportunities as it already does for non- 
patented goods. 


1 Committee for the Furtherance of Creative Research in the Pharmaceutical and Allied 
Industries, op. cit., pp. 10-11. 
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On examining the evidence and the various arguments put forward 
for and against the retention of the patent system with respect to drugs in 
Canada, we have arrived at a conclusion similar to that of the Restrictive 
Trade Practices Commission: “It is the conclusion of this Commission that 
the control over drugs exercised through patents in Canada is disadvantageous 
to the users of drugs in this country by enabling the suppliers of such drugs 
to charge high prices in relation to the cost of production and distribution 
of the medicines.””? 

In view of the circumstances, two courses of action appear to be 
indicated: one is to follow the proposal made by the Restrictive Trade 
Practices Commission and to recommend that patents on drugs be abolished 
in Canada; the other is to modify the existing patent system as it affects 
drugs by permitting compulsory licensing of imports and to streamline gen- 
erally procedures as they relate to compulsory licensing together with an 
amendment of the Patent Act which would extend to provincial governments 
and their agencies the right to use patented inventions, a right presently 
extended only to the Crown in the name of the Government of Canada. 

We are inclined to follow the second course which aims at making 
every attempt to use a modified patent system to achieve the desired objec- 
tives of bringing down drug prices in Canada while still encouraging manu- 
facturing of drugs in this country where such undertakings are economically 
justifiable. 

We realize, however, that notwithstanding measures that may be 
taken along lines suggested, prices of drugs may not be reduced significantly 
for various reasons. We believe it is only fair to the drug industry to serve 
it notice that the nation expects that drug prices can be brought down in 
Canada over the next five years to levels more comparable to those prevailing 
in other industrialized countries of the world. The time has come for the 
drug industry in Canada to recognize that it is not just like any other industry 
operating for gain but that it deals in products which are essential for health 
and indeed for life. Thus the industry must have a common interest with 
the public at large in making available to Canadians drugs of high quality 
at as low prices as can be achieved through economic means of production 
and distribution. 

In view of the foregoing it may be desirable that the Federal Govern- 
ment consider delaying for five years a decision to implement the recom- 
mendations of the Restrictive Trade Practices Commission that patents on 
drugs be abolished, in order to ascertain whether alternative measures might 
be taken to achieve the same results within that period.” 


1 Restrictive Trade Practices Commission, op. cit., p. 523. 
2 See Chapter 2, Recommendation 68. 


710 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


TRADE MARKS ACT 


Earlier in this Report, we indicated that the name used for a market- 
ing company in Canada is the same as that given for the marketing company 
in various other countries. No attempt was made to distinguish between 
related companies; parent and subsidiary were treated as the same company. 
Most of the large pharmaceutical companies which operate internationally, 
conduct their business in Canada by means of a subsidiary or affiliated com- 
pany incorporated here. 

In some instances, in the international comparisons of drug prices 
earlier referred to, a drug selling at a relatively high price in Canada, sells 
at substantially lower prices in other countries under the same brand name. 
This raises the question of why supplies are not imported to Canada from 
such countries at these lower prices. This, of course, refers to supplies of 
brand name, not generic drugs. Obviously a parent organization would not 
wish to spoil the market for its Canadian subsidiary, if it could prevent it, 
but this does not explain why independent Canadian importers do not work 
out an arrangement with foreign drug wholesalers for example. The spread 
is SO great in some cases that the tariff alone would not appear to discourage 
such an arrangement. Moreover the reputation of the large pharmaceutical 
companies is such that there would be no problem about acceptance of their 
products by the medical profession as there sometimes is with imports under 
generic names. Put another way, the question may be asked, what permits 
prices of brand name drugs in Canada to be maintained above the landed 
cost of imports? 

We have already referred to the feature of Canadian patent law 
which provides automatic protection to the holder of a process patent against 
imports of a product made by that process. Another important barrier appears 
to be that under the Trade Marks Act, the owner of a Canadian trade mark 
can monopolize the importation and distribution of a product bearing this 
mark, whether or not any production at all is carried on in Canada. 

Harold G. Fox, Q.C., comments on the current standing of the law as 
follows: 


“Even though interlocutory injunctions are rarely granted in cases of 
trademark infringement, there are occasions when the facts warrant the 
court in restraining a defendant from continuing to infringe. In Remington 
Rand Limited vy. Trans-World Metal Company Limited the plaintiff, the 
owner in Canada of certain trademarks for use in association with electric 
shavers, sold in Canada shavers manufactured by its parent corporation 
in the United States and marked with the trademarks in question. The 
defendant imported from the United States electric shavers made by the 
same corporation and also imported others from Germany manufactured 
by a company associated with the American parent corporation. All the 
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shavers were marked with one or more of the trademarks concerned and 
were sold in Canada in association with those marks by the defendant. 
It was held that notwithstanding the relationship between the plaintiff 
and its United States parent corporation, the evidence of use of the marks 
by the defendants in Canada showed a strong prima facie case of infringe- 
ment which should be restrained by interlocutory injunction. This decision | 
obviously raises interesting questions for American corporations doing 
business in Canada, either by themselves or by the intervention of a 
subsidiary Canadian corporation. If, of course, the United States corpora- 
tion is the owner of the trademark in Canada, it cannot complain if its 
own goods, marked with its trademark, are purchased in the United States 
and imported into Canada. But, in the case where the trademark in 
Canada is owned by a subsidiary Canadian corporation, it will be seen 
from the judgment in the above action that the United States corporation’s 
goods, although properly marked with the trademark in the United 
States, cannot be imported into Canada in infringement of the trademark 
owned by its subsidiary Canadian corporation”.* 


To what extent Canadian drug companies have threatened trade 
mark infringement action against potential importers, we do not know. 
However the power to take such action must itself constitute an important 
deterrent to the importation of brand name drugs by independent distributors 
Whether or not Canadian drug companies are in most cases actually owners 
of the trade marks or simply registered users would not appear to be sig- 
nificant, because the parent organizations presumably could transfer owner- 
ship of their Canadian trade marks to their Canadian subsidiaries if necessary. 

The Canadian Federation of Agriculture claims that the protection 
provided under the Trade Marks Act adds to the cost of drugs, and that in 
the interest of bringing down drug prices no trade marks should be granted 
on prescription drugs in the future.7 We do not believe that it is necessary 
at this time to go as far as the complete removal of trade mark protection 
for pharmaceuticals but we believe it may be desirable to modify the 
trade mark system as far as drugs are concerned. 

One way of achieving such an objective would be to amend Section 20 
of the Trade Marks Act to make it clear that no infringement could be 
claimed where the drugs in question are manufactured by a related company. 
Section 2 (r) of the Trade Marks Act designates related companies as 
“companies that are members of a group of two or more companies, one 
of which, directly or indirectly, owns or controls a majority of the issued 
voting stock of the others’’. 

Such an amendment would to a large extent take care of the problem 
we are facing because it is usually exports by distributors in the United 
States which are presently excluded, and in nearly every case the parent 


1 Canadian Patent Reporter, Toronto: Canada Law Book Co. Ltd., January 1962, p. 192. 

2The Canadian Federation of Agriculture, op. cit., Submission to the Restrictive Trade 
Practices Commission, Regarding an Inquiry in Connection with the Manufacture, Distribution 
‘and Sale of Drugs, May 1961, p. 8. 
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manufacturing company in the United States and the subsidiary manufactur- 
ing company in Canada would be related companies within the meaning of 
the Act. 

The effect of the proposal would be to make it possible for Canadian 
retailers or other bulk drug purchasers to purchase a drug from United 
States wholesalers or their distributors in cases where such drugs are pro- 
tected by trade marks both in the United States and Canada and where 
Canadian prices were significantly higher than United States prices. 

At present any Canadian firm, institution or individual buying such 
drugs in the United States might be facing a charge of infringement under 
the Canadian Trade Marks Act. United States parent companies could con- 
ceivably attempt to influence their distributors not to export to Canada. 
But if they were to attempt to do this, they would likely be running counter 
to the provisions governing restraint of trade in the United States. 

Hence, the end result would be the encouragement to increasing 
competition between Canadian subsidiaries of United States parent com- 
panies and United States distributors exporting to Canada, with such compe- 
tition likely to bring lower prices for Canadians of certain drugs protected 
under the Trade Marks Act probably, in the main, higher priced drug 
items.* 


TARIFFS 


A few drugs may be imported into Canada duty-free but most are 
subject to various rates of duty. Certain drugs are dealt with specifically 
in the schedules to the Customs Tariff Act but the great majority of imports 
come under the general provisions. Single drugs of a class or kind made in 
Canada are dutiable under Tariff Item 711. Single drugs of a class or kind 
not made in Canada are dutiable under Tariff Item 208t. Combinations and 
mixtures of drugs are dutiable under Tariff Item 220. Details of these tariff 
items are given on the opposite page. 

Since all of these are ad valorem duties rather than specific duties it 
is obvious that the value to be assigned to the imported product is of the 
highest importance. In order to protect Canadian manufacturers of goods 
of the same class or kind as those imported from being undercut by what 
might be considered unfairly low prices, the value for duty purposes must 
not be less than the fair market value in the country of origin. The fair 
market value is defined to be the price at which goods are sold in the same 
or substantially the same quantities for home consumption in the ordinary 
course of trade and under competitive conditions, to purchasers dealing with 


1See Chapter 2, Recommendation 70. 
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British Most 
Tariff Prefer- Favoured General 
Item ential Nation Tariff 
Tariff Tariff 
208t All chemicals and drugs, n.o.p., of a 
kind not produced in Canada............ Free 15% 25% 
220 All medicinal and pharmaceutical prep- 
arations, compounded of more than 
one substance, including patent and 
proprietary preparations, tinctures, 
pills, powders, troches, lozenges, 
filled capsules, tablets, syrups, cor- 
dials, bitters, anodynes, tonics, plas- 
ters, liniments, salves, ointments, 
pastes, drops, waters, essences and 
oils, n.o.p. 
IOSD OH GY ey 0 NC | 9 2 ae 174% 25% 2% 
Ce A at st aks, ct iucnatt caetscenrsen, — 20% ~— 
Gi) Liquid, when containing not 
more than two and one-half 
per cent of proof spirit............ 20% 40% 40% 
7G WE BGS C9 Ea eo ar pee 174% — — 
ATE (6 SY coon ss staan can oaenieniacvarees — 20% — 
CHB) ATINOUMELS © sn Gehogn ciated aelocs 60% 60% 60% 
GRET HOGI) ee ae 25% ae 
*! Any article in this item containing more 
than 40 per cent of proof spirit shall 
be rated for duty at per gallon............ $3.00 $3.00 $3.00 
and 30% 30% 30% 


Drugs, pill-mass and preparations, not 
including pills or medicinal plasters, 
recognized by the British or United 
States Pharmacopeceia, the Canadian 
Formulary or the French Codex as 
officinal, shall not be held to be 
covered by this item. 


att All goods not enumerated in this sched- 
ule as subject to any other rate of 
duty, and not otherwise declared free 
of duty, and not being goods the 
importation whereof is by law prohib- 
WECM ON ee Me et! enemas aire al 15% 25% 227, 
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the vendor at arm’s length who are at the same or substantially the same 
trade level as the importer. Obviously the determination of the fair market 
value may present considerable difficulties. The Restrictive Trade Practices 
Commission referred to the matter as follows: 


«|. Mr. J. S. Deachman [appraiser for the Department of National 
Revenue], in his evidence, pointed out that many drug manufacturing 
companies in Canada are subsidiaries of companies in the United States 
and may secure supplies of basic chemicals or processed drugs from the 
parent company. If the American company purchased a chemical in large . 
quantities and then transferred a portion to its Canadian subsidiary, the 
valuation for duty would be based on the market price of the quantity 
supplied to the Canadian company. If a market price did not exist for 
such a quantity then the price per unit paid by the American company 
would be advanced by 5 per cent, for customs valuation purposes. If the 
chemical purchased by the American company went through a process of 
manufacture before being supplied to the Canadian subsidiary, the value 
for duty would be advanced up to 50 per cent to cover added material, 
labour and overhead. If the drug entered Canada as a finished product in 
bulk for packaging the valuation for duty would be the original cost of 
material increased by up to 75 per cent and if the product was imported 
in packages in finished form but unlabelled, for labelling in Canada, the 
advance in cost would be up to 100 per cent. Such valuations are made 
under section 38 of the Customs Act when there is no prevailing market 
price for the particular quantities or forms in which materials are supplied 
by the parent company in the United States to its Canadian subsidiary”. 


With respect to the matter of classifying a drug for tariff purposes 
there is of course no problem where the drug is specifically provided for 
under the tariff. When for purposes of classification it is necessary to inter- 
pret the meaning of “a kind not produced in Canada” this phrase is construed 
strictly. For example an imported chemical would have to be exactly the 
same chemical and of the same quality as the domestic production to be 
classified in the higher tariff category. When there is a question of the applica- 
tion of a dumping duty a much broader meaning is given to the word “kind”.? 

The Restrictive Trade Practices Commission examined in detail the 
significance of the dumping duty provisions in the tariff in relation to the 
drug industry. The Commission observed in part as follows: 


“Dumping duties are applied to drugs which are considered to be of a 
class or kind made in Canada, when the price charged the Canadian 
importer is less than their fair market value in the country of origin. The 
amount of the duty is the difference between the two. When there is an 
established market for the imported drugs in the country of origin, the 
prices at which the drugs are sold in such market determine the fair market 
value. When there is no such market—e.g., when the drugs are imported as 
raw materials, or in a partly manufactured state, or unpackaged, or 


1 Restrictive Trade Practices Commission, op. cit., p. 176. 
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unlabelled, but sold in the country of origin as finished products only; 
or when they are sold in the country of origin to wholesalers or retailers 
only and imported as finished products by a Canadian manufacturing 
firm; or when the foreign exporter has manufactured or bought a very 
large quantity of the goods and the Canadian importer has bought a 
relatively small portion thereof—in all such cases the value for duty is ° 
determined in such manner as the minister of National Revenue prescribes 
under section 38 of the Customs Act. 

“As shown in section 2 of Chapter IX and section 1 of Chapter XIX, 
the dumping duty provisions, when applied to dealings between parent 
and subsidiary companies, sometimes lead either to higher prices for drugs 
being charged in Canada than in the country of origin or to a distortion 
in the profit ratios of the companies concerned. This situation arises when 
a drug is sold in the country of origin to wholesalers or retailers only and 
imported as a finished product by the Canadian manufacturing subsidiary 
of the exporting company. In such a case, the fair market value is deter- 
mined by prices to wholesalers or retailers in the country of origin and 
prices at the corresponding level will be higher in Canada than abroad to 
the extent of the mark-up taken by the Canadian subsidiary for its own 
operations. To the extent that the latter’s mark-up is less than would 
normally be taken, the profit ratios of the parent and the subsidiary are 
distorted. Even in an extreme case where the latter operates at a loss, one 
would expect the over-all operations to be profitable and the profit realized 
by the parent to more than offset the loss taken by the subsidiary. 

“The Commission was informed that dumping duties are seldom 
imposed on drugs. A United States company, not familiar with the Cana- 
dian dumping duty rules, might find a first shipment had been subjected 
to payment of dumping duty, but would never have its shipments caught 
a second time. The practice of most American companies, when they intend 
to supply some new drug products to their Canadian subsidiaries, is to 
approach the Canadian Customs Department, tell the facts and ask that the 
fair market value in the United States be fixed. The Canadian subsidiary 
is then charged a price which is at least as high as the determined fair 
market value and may well be higher than the price the Canadian sub- 
sidiary would have been charged in the absence of the dumping duty 
rules. When this is the case, the effect of the application of the dumping 
duty rules to imports of drugs is to put extra money into the pocket of the 
United States exporter, not into the Canadian Treasury. 

“To what extent are Canadian manufacturers of ethical drugs, and 
more particularly of antibiotics and tranquillizers, actually protected by 
the dumping duty provisions As shown in the Green Book (para. 112, 
page 63), the drug manufacturing industry in Canada is very largely in the 
hand of subsidiaries of foreign companies, of which the great majority are 
United States companies. Since the purchase of Frank W. Horner Limited 
by Carter Products Inc., Charles E. Frosst & Co. is the only independent 
Canadian firm at all comparable in size to any of the larger United States 
subsidiaries in this country. At the time of the hearings, very little manu- 
facturing of basic antibiotic or tranquillizing drugs was done in Canada. 
The great majority of basic drugs of these kinds was imported, Canadian 
manufacturing being mainly confined to refining, preparing dosage forms 
and packaging .... 

“For purposes of the dumping duty provisions, each group—the anti- 
biotics and the tranquillizers—is considered as a class. As at least one 
tranquillizer, meprobamate, and one antibiotic, chloramphenicol, are made 
in Canada, all tranquillizers and antibiotics are subject to the application 
of the dumping duty rules, when imported in dosage forms. However, the 
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Commission was informed that antibiotics may be exempted when imported 
in bulk as basic drugs, if they are to be used in the manufacture of some 
pharmaceutical compounds not regarded as being of the same class or kind 
as any antibiotic manufactured in Canada. 

‘In view of the foregoing circumstances the Commission inclines to 
the view that, with respect to ethical drugs and more especially antibiotics 
and tranquillizers, the dumping duty rules may sometimes operate to 


increase the costs of some Canadian importers without giving any sub- 


stantial protection to Canadian manufacturers”. 


We find that tariffs on drugs and on equipment used in the research, 
development and manufacturing of drugs add to the cost of drugs sold in 
Canada. Because of the marketing system which prevails in this country, 
the ultimate effect on prices is to multiply the impact on the consumer who 
has to purchase these drugs. 

We believe that in the interest of lowering prices of drugs in Canada, 
while still maintaining high quality of pharmaceuticals a review is required 
of the appropriate tariff items as presently applied to drugs and to equip- 
ment used in research, development and manufacturing of drugs. 

We are particularly concerned with those drugs that wouid be 
approved for inclusion in a national health plan, the cost of which would 
be borne in part by the consumer and in part by the taxpayer. We believe 
it should be part of the Government’s policy to do everything it can to save 
money for both the taxpayer and the consumer thus serving the best public 
interest. 

It may therefore be desirable for the Canadian Tariff Board to 
examine the whole area of tariffs on drugs and on equipment used in 
research, development and manufacturing of drugs with a view to establish- 
ing which tariffs covering what items can be reduced or removed without 
causing serious injury to established reputable drug manufacturing firms in 
Canada. Administrative arrangements affecting ‘anti-dumping’ regulations as 
they apply to drugs may also have to be reviewed.” 


OTHER LEGISLATION 


The sale and distribution of drugs are controlled by specific federal 
and provincial legislation which overlaps to some extent. The basic distinc- 
tion between the two is that provincial legislation deals primarily with drug- 
gists and drug stores while the federal legislation deals primarily with drugs. 
The three more important pieces of federal legislation are the Food and 


1 Tbid., pp. 505-507. 
2See also Chapter 2, Recommendation 72. 
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Drugs Act, the Opium and Narcotics Control Act, and the Proprietary or 
Patent Medicine Act. The last-mentioned Act does not relate to prescription 
drugs and we therefore do not deal with it. The other two Acts are referred 
to later on insofar as they relate to complaints received by this Commission. 

Legislation dealing with the practice of pharmacy and regulating the 
handling and sale of drugs varies among the provinces. The basic purpose 
of the provincial pharmacy acts is to establish the professional qualifications 
required of practising pharmacists and to channel the compounding, dis- 
pensing and sale of drugs and medicines of certain kinds through drug 
stores or hospitals. 

Each provincial act says that “except as otherwise provided” no one 
except a pharmacist may dispense prescriptions.1 Exemptions are usually 
made so that medical practitioners, dentists and veterinary surgeons may 
dispense prescriptions for their own patients. The provincial acts prescribe 
the academic courses and the examination and apprenticeship requirements 
for registration as druggists within the province. Usually provincial legislation 
sets up a body of pharmacists to govern the practice of pharmacy in the 
province subject to the general requirements of the legislation. In some prov- 
inces there are in addition to the governing body, separate trade associations 
operating either locally or in a province-wide basis. Even where there is a 
separate province-wide trade association, the official governing body performs 
a dual function. It carries out its statutory duties of licensing pharmacists and 
so on, but it also concerns itself with the economic welfare of the druggists 
as businessmen, a typical trade association activity. Both the Director of 
Investigation and Research under the Combines Investigation Act,? and the 
Restrictive Trade Practices Commission expressed concern about a conflict 
of interest where the same body performs the two functions. It is not difficult 
to visualize a conflict arising between a governing body’s concern with 
professional standards and its concern with price competition. The possibility 
of conflict becomes clearest perhaps in the area of control exercised by 
members of the profession over the conditions of entry of new competition. 
In Ontario for examp!e no person may operate a drug store unless he is a 
registered pharmaceutical chemist or, if a corporation, unless the majority 
of the directors are pharmaceutical chemists and, in addition, unless the 
majority of each class of shares is owned by and registered in the name of 
pharmaceutical chemists. Obviously this would prevent most corporations,, 
including chain and department stores, from operating pharmacies them-- 
selves.® 


1Department of National Health and Welfare, Research and Statistics Division, op. cit.. 
2 Green Book, pp. 10-11. 
*Tbid., D. 9. 
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In addition to setting up in effect a licensing system for the profession 
of pharmacy, provincial pharmacy acts also provide for certain restrictions on 
the sale of drugs. For present purposes we may say that three main kinds 
of drugs are affected. There is first of all a group of drugs which may be 
sold only on prescription. This group includes all drugs restricted by federal 
legislation to distribution by medical prescription. It also includes additional 
drugs which provincial authorities believe require the safeguard of medical 
prescription for distribution. This additional group of drugs varies among 
provinces. A second main group of drugs may be sold only to persons known 
to the registered pharmacist and for which the purchaser must sign in a 
sales register maintained for the purpose. This group of drugs is usually 
referred to as the poison schedule. The third main group of drugs is made 
up of those pharmaceutical preparations which may be handled only by a 
registered pharmacist but in respect of which over-the-counter sale is per- 
mitted.? 

The Government of Manitoba brought to our attention that the regula- 
tions as presently administered by the Narcotics Control Act and the Food 
and Drugs Act are creating difficulties for hospitals in dispensing prescribed 
drugs. We quote: 


«  . the costs of Medicare prescriptions filled by hospital and retail phar- 
macies are substantially different. Although the hospital enjoys certain 
purchasing privileges by comparison with the retail pharmacies, it is con- 
sidered that these do not adequately explain the difference between the 
average hospital prescription cost of $1.58 and the average retail phar- 
macy prescription cost of $2.82 and $3.07. It is obvious that savings can 
be effected by the Government if recipients of Medicare are encouraged 
to have their prescriptions filled at the general hospital pharmacies. This 
practice is hampered, however, by regulations under the Narcotic Control 
Act and the Food and Drugs Act which prohibit hospital pharmacies from 
filling prescriptions containing a narcotic or a controlled drug. Not only 
are these prescriptions eliminated, but recipients of Medicare tend to turn 
to the retail pharmacies as they become aware of the limited service which 
the hospitals are permitted to provide.” 


The Manitoba Government has suggested that we may make the 
following recommendation: “The Food and Drugs Act and the Narcotics 
Control Act be amended so that, with suitable controls, hospital pharmacies 
may be permitted to fill Medicare prescriptions containing narcotics and 
controlled drugs’. We are in general agreement with this recommendation 
and we say so in Chapter 2.4 


1Department of National Health and Welfare, Research and Statistics Division, op. cit. 
2 The Government of Manitoba, op. cit., p. 49. 

3 Tbid., pp. 49 and 50. 

See Chapter 2, Recommendation 79. 
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VOLUNTARY PRICE RESTRAINT 


We have made the point earlier that expenditures on drugs in many 
institutions may place a heavy burden on those families that are hit hard 
by protracted illness or special diseases requiring high priced drugs. Our 
views, however, are not shared by the Canadian Pharmaceutical Manu- 
facturers Association as indicated in a statement issued by the Association 
to the effect that prices of Canadian-made drugs are in line with the 
Canadian worker’s purchasing ability and the economy of the country.! 

In our view drug prices should be as low as possible taking into 
account quality and reasonable costs of production and distribution of 
drugs in Canada. Hence we feel that it should be part of the industry’s 
objective to do alli it can to achieve economies in the production and 
distribution of drugs as will assist the industry to bring drug prices in 
Canada more in line with drug prices prevailing in other industrialized 
nations while still assuring satisfactory quality. 

In discussing patents affecting drugs earlier in this chapter we have 
suggested that the Canadian Government may serve notice to the drug 
industry that it expects the industry to make earnest efforts over the next 
five years aiming at a reduction of drug prices to levels more comparable 
to those prevailing in other industrialized countries and more acceptable to 
the Canadian public where this can be done through more efficient produc- 
tion and distribution without affecting the quality of pharmaceuticals used 
in Canada. We have made the additional point that if a national drug 
programme were implemented in Canada, efforts at price reduction by the 
industry would become essential in order not to burden such a plan with 
excessive and unnecessary costs. 

To this end we would suggest that the drug industry in Canada 
consider the possibilities of a programme of voluntary restraint of drug 
prices. Such a programme has been tried with great success by the phar- 
maceutical industry in the United Kingdom. 

In June, 1957, the British Ministry of Health worked out an arrange- 
ment with the pharmaceutical industry designed to achieve price regulations 
of drugs by voluntary effort on the part of the industry. The plan ran for 
three years on a trial basis. Its main features included: 


“(i) If any preparation had substantial exports (20 per cent or more of 
output) the home price should be no more than the export price; 

“Gi) If any preparation which was not substantially exported had an exact 
standard equivalent, its price should be no higher than that of the 
equivalent; 


1Statement by the Canadian Pharmaceutical Manufacturers Association, as reported in 
The Globe and Mail, Toronto, November 9, 1963. 
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“(iii) For other preparations, the maximum price should be calculated by 
the specially constructed trade price formula. This formula added to 
an allowance nominally related to the cost of basic ingredients cer- 
tain additional allowances called on-cost and processing and pack- 
aging allowances and provision for wholesalers’ discount to make 
up the total price; 

“(iv) Any manufacturer was free to negotiate a price separately with the 
Health Departments if he considered the appropriate formula price 
unsuitable or if for any reason none of the formulae was applicable; 
other features of the scheme are 
(a) The “undertaking” 

“(v) Because the prices arrived at by using the formulae were sometimes 
higher than current prices, the Association of the British Pharmaceu- 
tical Industry gave an undertaking that when this was so the current 
prices would not be increased except where an increase was justified 
by an increase in costs; 

(b) The “three years freedom” 

“(vi) The scheme would apply to a preparation only after it had been on 

the market for three years (for those three years the price would be 
at the manufacturers’ discretion). 
The whole scheme would be on trial for three years, after which 
the Health Departments and the Association of the British Pharma- 
ceutical Industry would be free to consider it in the light of 
experience.”+ 


The Hinchliffe Committee reviewed the effectiveness of the programme 
in 1959 and it concluded that the trial effort had proven to be very successful 
both in the interest of the industry and the public at large resulting in sub- 
stantial financial savings to the British taxpayer as far as the drug programme 
was concerned. 

The Hinchliffe Committee concluded: “In our view this scheme is 4 
very valuable contribution, enabling a business arrangement to replace the 
ordinary operation of supply and demand, which is impracticable in this 
field. It is a considerable step forward in our view that the industry should 
recognize and accept the need for price regulation.”* The voluntary pro- 
gramme of price restraint with respect to drugs has been continued in a 
modified manner.* 

Methods of drug distribution and the institutional arrangements pre- 
vailing in Canada are quite different from those applying to the United 
Kingdom. Still, the Canadian drug industry might find it useful to examine 
the experiences and the methods used by the pharmaceutical industry in the 
United Kingdom with a view to ascertaining whether some of the lessons 
learned might be adapted to the Canadian situation. Such a study might 
be sponsored jointly by the drug industry and the Canadian Government, 


1 Final Report of the Committee on Cost of Prescribing, op. cit., pp. 69-70. 
2 Final Report of the Committee on Cost of Prescribing, op. cit., p. 70 


8’ This modified programme came into operation in January 1961, to be in force to 
June 30, 1964. Great Britain, Ministry of Health, Report, 1960, Part I, Health and Welfare 
Services, “Command Paper 1418”, London: H.M.S.O., 1961, p. 75. 
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assisted by the Drug Advisory Committee, and such provincial governments 
as wish to participate, and form the basis of possible proposals of a volun- 
tary drug price restraint programme that might be developed in Canada over 
the next five years.1 

We emphasize that we consider any efforts to evolve a system 
of voluntary price restraint with respect to drugs that would specifically meet 
Canadian requirements as a supplement to action that should be taken by 
governments along lines suggested earlier in this chapter and specified in 
Chapter 2.* 


1See Chapter 2, Recommendation 73. 
2See Chapter 2, Recommendations 64-72. 
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Health Insurance and Government Action 


OBJECTIVES AND METHODS OF HEALTH INSURANCE 


As we outlined in Chapter 10, the issue of how to pay for health services 
has been a public concern since World War I. An important part of the 
issue was resolved in 1957 when hospital insurance on a universal basis 
became a joint responsibility of federal and provincial governments. 

The question of prepaying medical services was at once the least 
controversial and the most controversial issue to be argued before the 
Commission. There was almost complete agreement that medical insurance 
should be available to all. As spokesmen for the Canadian Medical Asso- 
ciation stated, “Insurance to prepay the costs of medical services should 
be available to all regardless of age, state of health, or financial status”. 
There was also near unanimity among spokesmen for “consumer” groups, 
Trans-Canada Medical Plans, the insurance industry, and for the health 
professions, that some form of government action was necessary to bring 
about the desired objective. But at the same time, there was strong dis- 
agreement as to the method and the scope of government action required. 

It is unfortunate that the heavy emphasis on the payment for services 
of physicians and surgeons, frequently referred to as “medicare”, tended to 
obscure the importance of extending any programme to include the whole 
spectrum of health services. 

The Commission is of necessity concerned not only with medical 
services, but with all health services. Others share this concern. This was 
also evident in the briefs presented to us and in our hearings. But again 
there was disagreement as to the method and scope of government action. 
The many submissions on the question of how to provide and pay for 
health services consisted of three related though basically different 
approaches: (1) an insurance approach, (2) a prepayment approach, and 
(3) a health services approach. 





1The Canadian Medical Association, brief submitted to the Royal Commission on 
Health Services, Toronto, May 1962, p. 79. 
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Insurance Approach 


This approach is best exemplified by the indemnity contracts sold 
by commercial insurance companies. The contract is between the company 
and the insured person who is paid a specified sum in the event of receiving 
medical or surgical services as specified in the contract. Usually, the patient 
bears part of the cost in the form of a “deductible” or “co-insurance”. 
There is no direct relationship between the insurance company and the pro- 
viders of services. 

The contract is exclusively between the insurance company and the 
consumer of services, for the purpose of assisting him in paying part or all 
of the medical or surgical (and sometimes other) bills he may incur. It is 
not the function of the company, as such, to be concerned ‘principally with 
the supply of health resources. 

Under this approach the population falls by definition into two 
groups:* 

(1) the “insurable” (those who represent risks acceptable to the insurer) 
and 


(2) the “non-insurable” (the chronically ill, the physically handicapped, 
and the aged, or those who represent abnormal risks) .? 


The insurable group must be divided, again, into two groups: 


(1) those who can pay the necessary premiums from their own resources, 
and 


(2) those who cannot pay all or any part of the premiums and who 
must, therefore, be subsidized, presumably by government. 


Prepayment Approach 


This approach is exemplified in the “service” contracts of the 
medical profession-sponsored prepayment plans. Except in those plans 
permitting “extra-billing” there are usually few, if any, financial trans- 
actions between the patient and his physician; the prepayment plan pays the 
physician directly on a fee-for-service basis. Here, again, the prepayment 
approach is not specifically concerned with the availability of services.? Like 
the commercial insurance agency, it leaves the question of availability of 
health resources to the operation of the market. 


1For a more detailed analysis, see Berry, C. H., Voluntary Medical Insurance and Pre- 
payment, a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s 
Printer, 1964, Chapter 3. 

? Coverage for this group can be obtained in many instances but at a price which only a 
relatively few can pay. 

8’ Prepayment plans do make physicians’ services available on a less onerous financial - 
basis but they are not primarily concerned in assuring an adequate supply of physicians where 
deficiencies exist. 
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Because of prepayment, of course, the effective demand for services 
is expanded and more physicians are likely to be attracted to areas where 
a large volume of coverage is in effect.1 Although the “service” plans do not 
make quite the same distinction between “insurable” and “non-insurable” 
persons in enrolling individuals not in groups, they have imposed 
age limitations and waiting periods to guard against an adverse selection of 
risks. These have been reduced in recent years.? 

Again, the population must be divided into two groups: 

(1) those who can pay the full premiums from their own resources, and 
(2) those who will require subsidy, presumably by government. — 


Health Services Approach 


This approach, advocated chiefly by consumer groups, emphasizes 
that the market is not a satisfactory mechanism for determining availability 
of and access to health services. These groups emphasized that, just as 
with hospital care, the resources of the nation must be so planned and 
organized that they can be used to provide all health services where they are 
needed to raise the level of health of the entire nation. They urged broader 
objectives including preventive services, drugs, dental services, and home care, 
as well as provision for the financial consequences of illness or injury. 

In this approach, the question of insurability or non-insurability of 
people is not a factor. All citizens should be covered and those considered 
non-insurable by voluntary insurance standards need coverage more than 
anyone else. The tax structure is the device to bring the direct costs of health 
insurance within the capacity of all citizens to pay. 


Scope of Government Action 


In addition to differences about objectives and the methods of achiev- 
ing them there is also the question of the role of government in the area 
of health services. Specifically this question has come up in two forms, the 
nature of public subsidies and compulsory participation in health care 
programmes. 

Two approaches have been presented in the area of public subsidies. 
The first specifies that government funds should be used to subsidize family 
heads or individuals who need help to enable them to pay premiums to the 
insurance company or prepayment plans. That is, after setting a premium 
that would cover the costs of providing medical care for all citizens, indi- 
viduals who cannot afford this premium must be identified and certified for 
assistance through some form of means test. 


1 One example of this effect is the Swift Current Medical Plan, where the introduction of 
universal insurance resulted in a near doubling of the supply of physicians. 
2See footnote 2, p. 724. 


74563—483 


726 PRESENT PROBLEMS AND FUTURE REQUIREMENTS 


The alternative approach specifies that the programme should be 
sponsored by governments and that general tax revenues be used to subsidize 
an insurance fund, so that premiums may be brought within the reach of 
nearly all, or removed completely as in those provinces financing their 
hospital insurance programmes from general revenue or sales taxes. A means 
test would not be necessary except for those in receipt of general welfare 
payments. If it were to be extended to more than these groups the process 
of means testing would present problems because of the number and classes 
of persons involved. 

There are two questions, therefore, that arise from these alternatives; 
the first is a question of principle, and the second a question relating to the 
size of the task. There is disagreement on both of these. First, some groups, 
e.g., the medical profession,! the Insurance Companies,” and the Canadian 
Manufacturers’ Association,? support the means testing of individuals who 
require assistance. Spokesmen for consumer groups, those who would, in 
fact, be among those subject to means testing, are opposed. These include 
the Canadian Federation of Agriculture* and the Canadian Labour Congress,” 
both of whom object to the stigma of a means test, to the lack of equality in 
its application, as well as to the administrative costs. Second, there is dis- 
agreement as to how many Canadians must be means-tested. The Canadian 
Medical Association® suggests nearly 3,000,000, for medical care alone. 
Others believe it will be more. 

In the area of compulsory participation in the Federal-Provincial 
Health Services Programme again there are contrasting opinions. The neces- 
sity for such legislation is accepted and approved by those representing 
consumers and opposed by those representing the physicians and dentists, 
the prepayment plans, and the insurance industry. 

In evaluating these approaches the points of issue then appear to be 
three: 

1. The ability of voluntary insurance to provide universal comprehensive 
coverage. 

2. The problems of subsidy including the number of persons requiring 
a means test. 

3. The issue of compulsion. 


We examine various aspects of these points below. 


1The Canadian Medical Association, op. cit., p. 87. 

® Canadian Health Insurance Association, Supplementary Submission to the Royal Com- 
mission on Health Services, Toronto, 1962, p. 54. 

8 The Canadian Manufacturers’ Association, op. cit., p. 8. 

4 The Canadian Federation of Agriculture, op. cit., p. 11. 

5 Canadian Labour Congress, op. cit., p. 25. 

6 The Canadian Medical Association, The Cost and Ability to Pay for Medical Services 
itt in Canada and Its Provinces, Department of Medical Economics, Toronto 1962, 
Dade: 
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ABILITY OF VOLUNTARY INSURANCE TO PROVIDE 
UNIVERSAL COMPREHENSIVE COVERAGE 


The first issue relates to the ability of voluntary insurance to provide 
universal coverage, and the costs involved. For this purpose, it is necessary 
to examine carefully the numbers of persons insured, amount and kinds of 
coverage now held, benefits provided, and the costs of providing insurance 
protection. It should be emphasized that, except for those having “major 
medical” contracts, we are dealing here almost exclusively with medical serv- 
ices alone, and not the full range of health services. 


Number of Persons Insured 


Precisely how many people are insured for health services? 
From the data in Table 18-1, and the data in Chapter 10 the follow- 
ing statements can be made: 


(1) Out of a total of 18.2 million Canadians in 1961 approximately 10.7 
had some form of medical insurance or prepayment coverage. These 
included: 

000 
(a) Commercial insurance and prepayment plans (relatively 
complete medical and surgical in and out of hospital). 4,776 


(b) Commercial insurance and prepayment plans! (major 
medical—relatively complete coverage all health services 


reply 3) RG 1c 01) GSI er eel ee ner RCE RC Rey ene eek 1,871 
(c) Commercial insurance and prepayment plans (limited 
ROO UNG ook mane teen ar, fen ue, en, ocean) os ree 2,978 
(ad) *Recipients'of Public “Assistance... 0.20 ee Se... 500 
(e) Armed Services, RCMP, Indians, Eskimos, and institu- 
COTE | aOR AEROS PaIe/i0 GO ie eee ct Cees cat br melt Aen haus 500 
GG) Swat Current Health Recto... <cscecen sa asssec cee 50 
Oth eter eee ee, ee, 10,675 
(2) Over 7.5 million Canadians did not have any medical care insurance 
whatever. 





1Excludes major medical contracts designed to supplement other more basic medical 
and surgical contracts. These are included in (c). The consequences of this adjustment would 
be that in 1961 a total of 1.3 million persons shown under (c) had relatively complete 
coverage. 

* This includes an undetermined number holding supplementary major medical benefits. 
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Adequacy of Coverage 


Although 10,675,000 Canadians had some form of medical insurance 
Or prepayment coverage, the question still remains, how adequate is this 
coverage in protecting against the costs of medical care. 

Table 18-2 summarizes the claims paid on behalf of insured persons, 
and the average claims paid per person covered, from which an assessment of 
adequacy of coverage can be made. 

These statements of average claims paid per person covered need to 
be examined in the light of actual medical requirements. A study prepared for 
the Commission! revealed that in 1961, expenditures made by the Canadian 
population for physicians’ services averaged $21 per capita. The expenses 
incurred by those persons having insurance or prepayment coverage can be 
shown to be higher, probably about $25 per capita. Although available 
estimates are crude, the data suggest that those without insurance or prepay- 
ment averaged about $15 per capita. 

The Commission’s studies also indicate that a reasonable estimate of 
medical expenses are $27 per capita for persons covered by the prepayment 
plans and $23.50 for those insured by the commercial carriers.? 

Table 18-2 also contains a comparison of the average total claims 
paid out per capita, as reported by commercial carriers and prepayment 
plans, with the estimates of per capita medical expenses, including a state- 
ment of the percentage of these expenses paid by existing coverage. It will be 
noted that the prepayment plans rank high, paying, on the average, an esti- 
mated 80 per cent of all expenses for physicians’ services incurred by their 
subscribers. 

This is substantially more than the proportion of these services paid 
for by either stock or mutual companies. The lower average claims paid by 
the insurance companies reflect the presence of deductibles, and co-insurance 
factors, as well as limited coverage and benefits. The higher average payments 
made by the prepayment plans reflect their success in the introduction of 
relatively complete “‘first dollar” coverage. 

The data show, for all carriers combined, there was an appreciable 
difference between group and non-group contracts in terms of average 
claims paid per person covered in 1961. There were also major dif- 
ferences between group and non-group contracts for certain classes of 
carrier. For stock companies, the average non-group claim is just over one- 
third that paid on behalf of persons insured under group contracts. The 


1 Berry, op. cit., Chapter 4. 
2For the extensive analysis supporting these estimates, see Ibid., Chapters 4-6. 
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TABLE 18-2 AVERAGE CLAIMS PER CAPITA AS PERCENTAGE OF 
ESTIMATED TOTAL EXPENSE FOR PHYSICIANS’ SERVICES, 
CANADA, 1961 


Estimated R hd Claims as 
Estimated | Per Capita ae . Percentage 
Type of Carrier Coverage | Expense For Pp ee, ; of Estimated 
(Persons) Physicians’ P ee C S, Total 
Services SE Sapte Expense 
Number $ $ % 
Stock Companies 
CSTETO\ TY oh aa en ae a a 1,855,201 23.50 14.49 61.7 
UNCC) T ACG (C01 0) 289,865 23.50 5.04 21.4 
Mutual Companies 
OURO CaO We ne 2,275,374 23.50 15.29 65.1 
UNI OU O MD ico aide tendsno nisncvlaxndcnatorsattins 216,083 23.50 10.71 45.6 
Co-operatives and Fraternal Organ- 
izations 
GROUND eens cose vette tseasanah atte: 55,563 23.50 Den, 24.6 
UN TOTES SC) 60 On ee 82,807 23200 6.28 26.1 
Prepayment Plans 
CEOS Aan ar ene ee Teen 4,087,772 27.00 21.51 TORT 
INTC 205) Rae eee 761,772 27.00 21.94 81.3 
All Carriers 
(CEPOL OTE Reis a eee ae 8,273,910 25.3) 18.40 72.6 
INO MET OUP lia 8. vse cseccsseLoccoteeb denen 1,3507527 25.47 15.41 60.5 
INo Carrier Gininsured)................00.- 8,613,563 15.48 (NIL) 0.0 
Total Canadian Population.............. 18,238,000 21.01 8.94 42.6 


*Based on returns from four carriers. 


Source: Berry, C. H., Voluntary Medical Insurance and Prepayment, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


twenty-one per cent of total physicians’ services paid by these companies under 
non-group contracts does not in our view, constitute adequate protection. 
In mutual companies a similar situation prevails; only forty-five per cent 
of estimated medical costs are paid by these non-group contracts. Such 
contracts, although providing a greater degree of protection, are still 
inadequate. 


1 Because of the limited data available on co-operatives and fraternal organizations it 
would be unrealistic to draw conclusions concerning adequacy of protection on the basis of the 
percentage of total physicians’ services paid for by these organizations under group and non- 


. group contracts. 
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Cost of Insurance 


The purpose of insurance or prepayment is to remove from 
the individual the risk of having to meet part or all of his own health 
expenditures. This can only be done at some cost—the cost of collecting 
and administering premiums and paying claims. The cost of insurance then 
becomes the difference between premiums paid in and claims paid out. 

In the case of the prepayment plans, the difference between premiums 
and claims represents acquisition costs, administration costs and reserves. 
With the commercial insurance companies, it represents acquisition costs, 
administration costs, reserves, taxes and profits. Usually, this ratio of claims 
paid out to premiums received is referred to as the “loss ratio”. However, 
because the consumer is primarily concerned with health services, the 
critical ratio is that of acquisition, administration and other costs to actual 
expenditures on services. How much, for example, must be added to the 
basic cost of medical services for the advantages of insurance or prepayment? 
This figure we now call the “retention figure”, and the proportion the 
“retention ratio”. The 1961 data for Canada are shown in Table 18-3. 

These data and comparisons are highly enlightening. They show 
that, in 1961, the insurance and prepayment systems paid on behalf of 
9.6 million Canadians, medical bills, and in some cases some related other 
bills, totalling $175,122,600, an average of $18.20 per person. For this 
purpose and for the advantages of insurance, these 9.6 million Canadians 
paid in premiums $224,093,200 or an average of $23.28 per person.* The 
retention figure—i.e., the costs of administration, acquisition of new groups 
or individuals, commissions, taxes and profits,—totalled $49 million, or 
an extra 28 per cent added to the amount of the payments for medical 
Services. 

The retention figure is highest among the commercial companies, 
reaching 38 per cent for group contracts, but rising to 151 per cent for 
non-group contracts sold to individual purchasers. This latter figure means 
that for each dollar of protection, the individual would have paid $2.51 in 
premiums. By contrast, the prepayment plans actually paid a higher pro- 
portion of premiums for medical services on behalf of non-group sub- 
scribers than of group subscribers, with retention figures of 11 per cent 
and 18 per cent, respectively. The retention figures for commercial carriers 
covering group and non-group contracts was 44.3 per cent and the cor- 
responding figure for prepayment plans was 17.6 per cent. 


1See Table 18-3. 
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PROBLEMS INVOLVED IN SUBSIDIES 


In Chapter 4, we indicated that there was a substantial number of 
Canadians who, by any measure, had low incomes; incomes that were too 
low to enable them to purchase the health insurance they needed. There 
is little, if any, disagreement with these findings and all groups agree that 
public funds will be required if the proportion of the population who 
cannot independently afford it, are to receive the protection they require. 

What is at issue is the type of subsidy and here the numbers of 
persons requiring a subsidy becomes an important factor. 

The number requiring subsidy depends on two variables: (1) the 
total cost of the item or items of health services being insured, and (2) 
distribution of incomes of various levels. In the submissions of the insurance 
industry, Trans-Canada Medical Plans, and the Canadian Medical Associa- 
tion, only the premiums for physicians’ services (medical, surgical and 
obstetrical) are considered.1 The second variable is a subjective one, requir- 
ing a judgment as to the income level below which subsidy is considered 
to be necessary. In the submission of spokesmen of the insurance industry, 
the cut-off point or “threshold” is suggested to be where the income tax 
exemptions provisions place it now, ie., at $1,000 for single persons and 
$2,000 for family heads, rising by $300 for each dependant receiving family 
allowances and $550 for other dependants. Using these criteria, the Depart- 
ment of Medical Economics of the Canadian Medical Association estimates 
that 2,950,000 persons would require partial assistance for medical services 
alone.2 Part of the case for selecting the income tax exemption level as the 
threshold point rests on a sample survey of insurance coverage in British 
Columbia and Alberta sponsored by the respective provincial divisions of 
the Canadian Medical Association. These revealed that approximately one- 
half of non-income tax payers were insured either through their medical 
welfare programme (25%) or through private insurance (25%). 

Ignoring the problem of whether the experience of British Columbia 
and Alberta is typical of the experience of a province like Newfoundland 
or the Maritime Provinces, these surveys emphasize the point at issue; that 
is, what health services should a subsidy be related to? In calculating the 
numbers requiring subsidy the above approach concentrated only on the 
ability to finance a medical care premium. It should be noted that in both 
these provinces there are no premiums for the hospital services programme, 


1The Canadian Medical Association brief does suggest an additional $10 annual subsidy 
for prepaying drug costs for those in receipt of public assistance, op. cit., p. 84. 
2The Canadian Medical Association, Department of Medical Economics, op. cit., p. 22. 
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although there are direct payments at the time of service. Could one-quarter 
of the non-tax-paying group have afforded the Alberta Medical Plan pre- 
miums of $63 (single) or $159 (family) if there had been a $25.20 (single) 
or $50.40 (family) hospital insurance premium as, say in Ontario?! Could 
they have done so and still purchased other health items such as’ drugs, 
glasses, hearing aids etc.? 

An alternative approach to the problem of estimating the number of 
Canadians requiring subsidy clearly is required. Accordingly, we have calcu- 
lated the costs of the total premium required to pay for the full range of 
health services in 1961 on a prepayment basis and compared this with some 
estimates of Canadian income. 

The estimate of the total premium for medical care and surgical 
care, hospital care, as well as for dental care, drugs, optical services and 
nursing care is presented in Table 18-4 with the method of calculation indi- 
cated in the footnotes. 


TABLE 18-4 ACTUAL AND ESTIMATED COSTS OF PREMIUMS FOR 
HEALTH SERVICES, 1963 


Single Family 

1 ELCISUOUUTEN ES SS aa (SCC, em re $ 25.20 $ 50.40 
[NTC LIS Si) (6 CS A a ot AIO er 63.40 159.00 
_IBEPOG Bis o Soee S ES ece R a ra g e 12.50 46.25 
LUPTUUESS Pace ts Ue RPE Mle Aaa a VS Se eat te aaa nek a eA eI 18.00 66.60 
SOC ES re MN eee eed FD MO ON OUT id ehh aloe nant adel. BA 6.30 23.35 
LCOS 5 sere RCS UCHR he PD 2 ee EES 125.40 345 .60 


* The Ontario Hospital Services premiums in 1963, which were raised in 1964 to $39 
and $78. 

** The premium approved in 1963 for the Alberta Medical Plan. The figure for single 
coverage of $63.40 compares with an estimate of between $22.39 and $23.06 in 1961 referred to 
in the Interim Report of the Advisory Planning Committee on Medical Care to the Govern- 
ment of Saskatchewan, Regina, September 1961, p. 75. The actual costs of the medicare 
programme in Saskatchewan per capita, during its first full year of operation in 1963 was 
$22.05. For an even higher suggested premium than for the Alberta Medical Plan, see the 
suggested premium structure proposed by the Canadian Health Insurance Association in its 
Brief to the Medical Services Enquiry of Ontario, January 29, 1964, p. viii. 

+The per capita cost of dental services with a ratio of one dentist to 2,000 people. 

t{fThe current premium experience of Prescription Services Incorporated of Windsor 
Ontario. 

*Actual expenditures are taken from the National Accounts. Non-prescribed drugs are not 
included. 


1See footnotes to Table 18-4. 
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The total family premium in 1963 for the full range of health services 
is therefore estimated to be approximately $346 per year,’ and for the single 
income earner, $125 per year. 

We have examined the use of income tax exemptions as the dividing 
line between those who need assistance in financing health services and those 
who do not, and we find that this is an unsatisfactory method because it 
omits more persons than it covers. We have concluded that we should base 
our judgment on actual recent experience, on the proportion of income that 
an individual or family head can reasonably be expected to allocate continu- 
ously to health services. | 

According to a recent family expenditure survey,” the percentage 
of income typically allocated to health services averages for each income 
level was approximately four per cent. We believe that, with all services 
financed on a regular premium basis, this percentage could be increased, 
but not, we believe, to more than seven per cent, which would be a higher 
percentage than is paid in any other western nation. For this calculation, 
therefore, we have used three alternative rates: five per cent, six per cent 
and seven per cent. 

On the first assumption that no one should pay more than 5 per cent, 
a single person earning $2,500 or more and a family head earning $6,900 
or more would be able to meet his premium ($125 or $345) in full. All 
those earning below these respective amounts would be entitled to some 
amount of subsidy. 

On the second assumption (6 per cent) a single person earning 
$2,090 a year or more and a family head earning $5,760 or more would 
need no assistance, but all those earning less would be entitled to subsidy. 

On the third assumption (7 per cent) the respective amounts would 
be $1,790 and $4,930, and those earning less than these amounts would be 
entitled to subsidy. Not all of these would request assistance, but all would 
be entitled. 

In endeavouring to arrive at an estimate of the number of family 
heads and individuals requiring subsidy who fall into these categories we 
are handicapped somewhat by lack of complete data on incomes. The data 
we do have, have already been described in Chapter 4 and include the 
following: 


(1) A Dominion Bureau of Statistics 1961 Summary of Family Incomes 
Statistics covering Urban and Rural Non-Farm residents. This sum- 


17t would be less in those provinces financing hospital services solely from general rev- 
enue and somewhat less on the average in those provinces financing by retail sales tax. 

2Dominion Bureau of Statistics, Urban Family Expenditure, 1959, Ottawa: Queen’s 
Printer, 1963, pp. 20 ff. 
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mary is based on the 1961 Census but, because it excludes farm 
population, covers only about 80 per cent of the total population. 


(2) A 1958 Farm Income and Expenditure Survey which, though out- 
dated, does give us some indication of the proportion of farm popula- 
tion requiring subsidy. 


In addition we have a Department of Labour survey of employers 
who in 1961 paid part or all of the medical insurance premiums of their 
employees. This survey indicates the number of employers who pay the 
medical insurance premiums in full, it does not indicate the amounts of pre- 
miums nor the proportions of the varying premiums paid by employers who 
pay less than the total premium. Finally we have an estimate of the number 
of families or persons receiving medical care through public assistance 
programmes. 

The data relating to the non-farm population are presented in Table 
18-5. With no subsidy of any kind, either in the form of employer pay- 
ment of premiums or public assistance programmes, the number of 
individuals and heads of families requiring a subsidy of some kind in 1961 
would range from 75 to 54 per cent depending on whether the maximum 
percentage of income allocated to health care is 5 or 7 per cent. These 
figures are substantial but it is necessary to adjust for the subsidies already 
provided in order to estimate the additional group requiring assistance. 

First, it is mecessary to eliminate recipients of public assistance, 
whom, we assume, will be means-tested and entitled to health services at 
public expense. We do not know the distribution of these as between urban 
and rural, and therefore have assumed that 90 per cent fall in the urban 
and rural non-farm category (as against 80 per cent of income earners). 
Eliminating these persons would reduce totals by 720,000. This total should 
be reduced further because only a proportion of the recipients of public 
assistance are heads of families or individuals. Since we do not have these 
data, in order to present a conservative estimate, we have reduced the total 
of 720,000 by only 20,000, leaving the total reduction from the urban and 
non-farm rural income earners of 700,000 recipients of public assistance. 

Second, because we have no way of ascertaining either the income 
distribution of the 1,600,000 income earners who receive an employer con- 
tribution or the distribution of the amounts of the subsidies within each 
income group, we could take two extremes by assuming either that all 

1,600,000 would receive from their employers, contributions high enough 
to make the government subsidy unnecessary, or alternatively, that despite 
an employer contribution all would require government subsidy. Since 
neither of these propositions is true, the actual number must lie some- 
where in between, and we have assumed that a reasonable proportion would 
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be 50 per cent. We have calculated the totals requiring subsidy for each 
of the three categories (5, 6 and 7 per cent) on the assumption that one 
half of the 1,600,000 would still require governmental subsidy. 

The results of these adjustments also are indicated in Table 18-5. 
If we assume that the maximum contribution for premium should be 5 per 
cent of income, the proportion of urban and rural non-farm individuals 
and family heads entitled to subsidy, and requiring some form of income 
assessment would be 64 per cent. If we assume that the maximum should be 
6 per cent of income on a continuing basis, the total entitled to subsidy on 
the basis of an assessment of income would be 48 per cent on income 
earners. If the maximum is set at 7 per cent, the total entitled to subsidy 
would be 34 per cent. 

With respect to farm families and individuals, it is Seiden from the 
data relating to this group presented in Chapter 4, that in 1957 Canadians 
living on farms were unlikely to have incomes on the average higher than 
Canadians living in cities. It is true that since 1957 there has been an improve- 
ment in average farm incomes but it is unlikely that they had risen so rapidly 
that by 1961 they had surpassed average urban incomes. We would assume 
then that in 1961 the percentage of farm income earners falling below the 
relevant “thresholds” or subsidy cut-off points was the same for farm families 
and individuals as it was for urban and rural non-farm families and individuals. 
In fact, it is likely that the proportion was higher. The result, however, is that, 
depending on the percentage rate (5, 6 or 7 per cent), in addition to those 
already income-tested for various welfare programmes, between 39 per cent 
and 66 per cent of income earners would have needed means-testing. 

Applying the appropriate percentages to the total population (farm 
and non-farm) in 1961, as shown in Table 18-5, we find that somewhere 
between 3.4 million and 4.7 million families and unattached individuals, 
involving between 9.9 million and 14.1 million persons, would have had to 
be subsidized and means-tested in 1961. If we deduct those now being assisted 
and means-tested (including the “employer assisted” group) the correspond- 
ing numbers would have been in 1961 somewhere between 1.9 million and 
3.2 million families and unattached individuals, involving between 5.5 million 
and 9.6 million persons. A comparable range for 1971 would be between 
8.9 million and 14.9 million persons requiring means-testing. Whatever the 
exact number may be, it would be many millions. This would pose a formid- 
able task in terms of organizing administrative machinery, extra costs which 
Canadians cannot afford, and a method of examining the individual which, 
in the opinion of many Canadians, is contrary to the dignity of man. 

Although individual and family incomes are bound to rise in the future, 
increased expenditures for medical services are likely to rise at least as 
rapidly so that percentages may not change significantly. 
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TABLE 18-5 ESTIMATED NUMBER REQUIRING SUBSIDY, FARM AND 
NON-FARM AREA, CANADA, 1961 AND 1971 


(in thousands) 








Number Requiring Subsidy ° 





Category Total Maximum Maximum Maximum 
of 5 of 6 of 7 
Per Cent Per Cent Per Cent 


Number of Unattached Individuals and Families 
Rural Non-Farm and Urban Area 


Memmattached TNCtVadUalS...ccsce<ehcescssevedeoeasdoesevodarson 1,407 923 827 756 
Families (2 Of MOFe PETSOMNS).....5..:..........-ceeeeeee 3,657 2,861 2,385 1,966 
Total: Families and Unattached Individuals..| 5,064 3,784 Se212 25 122 
Per Cent Requiring Subsidy...ccccsspscocesescoses —_ 74.7 63.4 53.8 
Farm Area* 
memattached Individuals. :........cccc.ccscccesoccooresoscecees 763 500 449 410 
Families (2 or mOre persoOmns)..............:cccsssceesoeees 490 383 319 264 
Total: Families and Unattached Individuals..| 1,253 883 768 674 
Per Cent Requiring Subsidy......cc........0.0000..- — 10.3 61.3 53.8 
Total (Farm and Non-Farm) 
Mattached Ind ivid Wal scsi c.cseccocossseceodceseseteededeosens 2170 1,424 1,276 1,166 
mamilics (2 OF MOLE PETSONS)...........:....cacsesnesers 4,147 3,244 2,704 2,230 
Total: Families and Unattached Individuals..| 6,317 4,668 3,980 3,396 
Per Cent, Requiring Subsidy. .....sé.0:.c04.seeden0: — 73.8 63.0 53.8 
Less Persons Receiving Assistance (Farm and 
Non-Farm) 
EATON CIY PNGSISTE 5c Lisi sacapscccnccsesassvarcecaddcadeeterene 700 700 700 700 
DION CE MAGSISCED ,..c.e2hecoseleddasscsosecensonetendestonness 800 800 800 800 
“LCT EAN ORS SOIR VOT A Cae 7 1,500 1,500 1,500 1,500 
Net Unattached Individuals Requiring 
wo LSU Eee ear AN ee I 1,657 966 796 650 
Net Families Requiring Subsidy........0....0000000.- 3,160 2,202 1,684 1,246 
Net Families and Unattached Individuals Re- 
GAIAM I TNO ST BY. soy) :scsise vou ca vesiest as svesdeecsdesa eevee denucs 4,817 3,168 2,480 1,896 
Per Cent Requiring Subsidy**..........:4..:...- — 65.8 51.5 39.4 


Number of Persons* 
Gross Total Requiring Subsidy 


UWinattache@ InGivid tials. cacccccccsssessesveseescereones 1,424 | . 1,276 1,166 
Individuals 1m Families... .......:.s00c.s0.s0se0cev0e 12,652 10,546 8,697 
SOA = (OGM one oe a aicsncsatis cada Sxeos Woes 14,076 11,822 9,863 

Net Total Requiring Subsidy 
Waattached IGividwals. ...0..sccccssees.ee0e0seavsee0e 966 796 650 
dndividuals i Families ..c1.00.ccescessavedercossseees 8,588 6,568 4,859 
ROMA 19 Gh 25. cin ccd snoshaveteseoncsasassennsen 9,554 7,364 5,509 

Net Total Requiring Subsidy 
OWA oO Tee ncd sen tadcawhesenstesstions 14,864 11,634 8,900 


* We have assumed that income and family distribution for the non-farm population also 
applies to the farm population; that the family distribution is the same also for the assisted 
groups and that the family size for all groups shown is 3.9 as is the case for the population as 
a whole. 

** The corresponding percentages for non-farm are as follows: 5 per cent—64 percent; 
6 per cent—48 per cent; and 7 percent—34 percent. 

*** The estimate for 1971 was obtained by applying the percentages indicated to the 
projected population of Canada, 22,589,500. 

. Source: Estimates based on Dominion Bureau of Statistics, Census of Canada, 1961, 
Vol. 2, Part 1, and Summary Family Income Statistics, 1961, Ottawa: Queen’s Printer, 1963. 
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ISSUE OF COMPULSION 


This is an important issue, since it lies at the roots of our democratic 
system. The essential point to be made is that society, in its collective judg- 
ment, has found it necessary to use the force of law to achieve a number of 
socially desirable objectives: attendance at school, payment of taxes to sup- 
port schools, licensing of physicians to prevent unqualified persons from 
practising, regulation of insurance companies, to mention only a few. There 
can be few who would oppose the element of compulsion present in any of 
these examples. 

The most relevant example is, of course, compulsory education. But 
it should be noted that there is a great and fundamental difference between a 
government-sponsored health service and compulsory education. Compulsory 
education requires compulsory financing (through taxes) and compulsory 
attendance at school. In contrast, a health programme requires only payment 
of taxes; there is no compulsion on anyone to accept or obtain services. More- 
over, as long as the providers of service remain as independent self-governing 
professional practitioners with whom the insuring agency, on which the 
professions are represented, makes a contract; they are not employees of the 
state. As a matter of fact, in a situation such as that obtaining in those prov- 
inces financing their hospital insurance programme from indirect revenues, 
it is almost impossible to discover any element of compulsion with the hospital 
services in any form whatever. In fact, the greatest result has been an exten- 
sion of freedom—freer access to facilities, and freedom from fear of financial 
consequences. 


SUMMARY AND CONCLUSIONS 


We have examined the major points of view and the evidence relating 
to them. We can now summarize the conflicting points of view from which 
we can then proceed to present our conclusions. 

First, those who believe governmental action either unnecessary 
or limited solely to subsidizing individuals to enable them to pay their 
premiums, base their case on the following grounds: 


(a) In our society (they say) government action should be considered 
as a last resort. Government’s role should be: 
(1) to meet the full needs of those who have no resources of their 
own (the recipients of public assistance) and, 
(2) to meet the residual needs of those who can pay part of the 
cost of the premiums charged by commercial insurance and 
voluntary prepayment plans. 
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Pe) 


If government action is limited to assisting those in these two groups, 
the additional financial burden to be borne by governments will 
be substantially reduced. 


(c) The voluntary prepayment plans and commercial insurance com- 


(dd) 


panies have made rapid progress and, given time, will be able to 
meet the needs of the vast majority of Canadians. 


In our democratic society compulsion should be avoided. 


Those arguing in favour of a government-sponsored comprehensive 


health services approach do so on the following grounds: 


(a) There is a fundamental difference between a health service oriented 


(5) 


to the prevention and treatment of illness and a voluntary or com- 
mercial insurance plan organized to meet sickness and accident 
costs. In its own interest, a society must strive for the greater 
objective. 

All Canadians must have available to them an effective health 
service. The methods of financing must be such as to bring the 
direct costs within their capacity to pay. 


(c) The voluntary method has been effective primarily for organized 


(d) 


groups, particularly for employees in stable employment and for 
whom the employer makes a substantial contribution toward the 
the premium, but which because of inherent limitation, does not 
meet the needs of a large proportion of the population that does 
not fall in these categories. 


The number of persons covered by the prepayment plans and the 
insurance companies is still substantially below the total population 
while in many instances the benefits provided are inadequate. More- 
over, the most difficult part of the task—the insuring of the aged, 
the chronically ill, the self-employed, the farmers, those in small 
establishments, and others not in employee groups—lies ahead. 


(e) The proposal that the government should only assist those who 


are ascertained by some form of means test to be in need of 

assistance to pay voluntary plan or commercial insurance premiums, 

does not realistically assess: 

(1) the proportion of the population that would require such 
means-testing, 

(2) the magnitude of the sums required for supplemental assistance, 

(3) the difficulty of establishing equitable criteria for assessment 
of need, 

(4) the fluctuation in incomes (for example, among seasonal 
workers) and the consequent continuing need for re-testing, 
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(5S) the high acquisition and administrative costs of voluntary 
insurance. 


(f) The National Hospital Insurance Programme has proved that a 
universal comprehensive programme is feasible, practicable, eco- 
nomical to administer and immediately effective for the total popula- 
tion. 


(g) The device of tax payments to achieve universal coverage is accept- 
able to a great majority of Canadians. 


The Commission recognizes and has given careful thought to both 
the philosophical arguments and the practical consideration in the two 
positions. In endeavouring to sort through the many arguments pro and 
con, the Commission has been mindful that voluntary action is the main- 
spring of a democratic society, and that community action by the people 
through their government should be undertaken only when voluntary action 
leads to lesser objectives or fails to reach essential objectives for sufficient 
numbers. 

The Commissioners were basically sympathetic to the views of those 
who believe full-scale government action to be unnecessary in the health 
services field. Like most Canadians, we suspect, we are opposed to change 
simply for the sake of change. 

Accordingly, we examined hopefully the central feature in the Health 
Insurance Association and Canadian Medical Association proposals, that 
the great majority of Canadians could and would become insured through 
their own means and that the government would need to assist only a 
relatively small number. The Health Insurance Association, for example, 
states that the borderline for determining who will need subsidy should be 
drawn where the income tax legislation draws it now. That is, anyone now 
paying income tax is deemed able to pay his full premiums and only those 
who do not pay income tax fall in the “medically indigent” category and 
therefore require subsidy. 

Unfortunately, the problem is not that simple. And the main reason 
is, as we have said, that the Canadian people are concerned not with paying 
for physicians’ services alone but with meeting the costs of the full range 
of services necessary for comprehensive health care. That is, in ascertaining 
ability to pay without subsidy, we must consider not only the premium for 
medical and surgical care (as proposed in the two submissions mentioned 
above) but also for hospital care insurance already being paid (for example, 
$78.00 per family per year in Ontario) and, as well, for dental care, drugs, 
optical services, and nursing. After more than 35 years of endeavour on the 


1 Canadian Health Insurance Association, op. cit., p. 5. 
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part of the voluntary plans and commercial insurance companies, only 
slightly more than one-half the population of Canada has any degree of 
voluntary insurance protection and this for medical services alone. Of these, 
the coverage held by nearly 3 million is wholly inadequate. Over 7.5 million 
Canadians had no medical care insurance whatever.t Furthermore, a compre- 
hensive health care programme involves more than the provision of health 
services. If these benefits are to be provided in an efficient manner they 
require systematic planning for the supply of a sufficient number of health 
personnel, the educational facilities required, and the effective organization 
of co-ordinated services. 


Having decided that the best solution for Canada is the establish- 
ment of a comprehensive, universal Health Services Programme as outlined 
in the Charter, and having considered the three points at issue involved in 
determining the best method of implementing such a programme, we have 
concluded that Canada requires the establishment of health insurance funds, 
provincially administered, contributed to by the Federal Government from 
general revenue, and by provincial governments as they may determine, 
structured along lines similar to the Hospital Insurance Programme. 

Our reasoning is as follows: 


1. That the method of subsidy should be one that subsidizes the insurance 
fund rather than one that subsidizes individuals. 


2. That reliance on the method of voluntary insurance would be unneces- 
sarily slow and inevitably incomplete. 


3. That the number of individuals who would require subsidy to meet 
total health services costs is so large that no government could impose 
the means test procedure on so many citizens or would be justified 
in establishing a system requiring so much unnecessary administration. 
The health services will make enough demand on our resources. 
We must not waste them. 


4. That, so far as the issue of compulsion is concerned, we believe that 
as long as decisions of this kind are made by democratically elected 
legislatures, as long as they provide only basic essentials (for example, 
standard ward hospital care) and assure citizens free choice of physi- 
cian and hospital and free choice of additional items against which 
they may insure through private arrangements, then we have con- 
fidence that our democratic ideals will not only be protected, but, in 
fact, more fully realized. It is of great significance for a democratic 
society such as ours that the Hospital Insurance and Diagnostic 


1See page 727. 
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Services Act was passed by an unanimous vote of the House of 
Commons representing all political parties.t 


5. That the health insurance fund in each province should be adminis- 
tered by one agency in order to achieve full integration and effective 
planning of all health services, and thus to obtain the most efficient 
administration of all sectors of the proposed Health Services Pro- 
gramme. We have recommended that the existing hospital insurance 
programme be administered by the same agency in each province as 
administers all personal health services. This necessarily means 
rejection of any proposal that one phase of health services, namely 
payment of physicians’ services, be administered by a separate 
agency. 


To return, in conclusion, to the claim made by the health insurance 
industry that given time the great majority of Canadians would become 
insured through their own means, we feel that this is not a realistic proposal. 

In this respect we can learn a lesson from our sister Dominion, Aus- 
tralia. After 11 years of operation in Australia, a voluntary programme of 
physicians’ services with government subsidies, it has been possible to cover 
only about 80 per cent of the population and this includes public welfare 
recipients. Australia, while choosing to build its medical benefits scheme on 
a voluntary basis with government subsidies, rejected the use of commercial 
insurance carriers. Sir Earle Page, a former Prime Minister of Australia and 
the architect of the Australian Medical Benefits Programme, was firm in his 
conviction that only voluntary non-profit organizations should be used. These 
bodies have operated on an administrative ratio of 13 per cent including a 
5 per cent commission paid to vendors of contribution stamps, which is the 
method by which the self-employed and those not subject to payroll deduc- 
tions contribute to their chosen carriers. Begun in 1953, this voluntary sys- 
tem in Australia has provided coverage on a reimbursement basis of up to 
90 per cent of medical bills to approximately 80 per cent of the population. 
It appears very difficult to cover the remaining 20 per cent; the 80 per cent 
includes the pensioners and those on public assistance programmes.* 

Now, if we accept the premise that the health insurance industry in 
Canada could achieve universal coverage of medical services—and this is in 
Our opinion an heroic assumption—such a programme would cost, according 


* Canada, House of Commons, Debates 1957 Session, Vol. III, Ottawa: Queen’s Printer, 
1957, p. 3393-94. 

?See Chapter 2, Recommendation 1, (7). 

°The Australian National Health Service, a descriptive document prepared for the 
Advisory Planning Committee on Medical Care to the Government of Saskatchewan, The 
Secretariat, Regina, 1961, pp. 4 and 8. “Report on Medical Services Insurance in Australia”, 
Association Notes, The Canadian Medical Association Journal, 84: 965-971, April 29, 1961. 
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to our estimates,! $797 million in 1971 (in current dollar terms). To this 
must be added the cost of administering such a programme by government 
agencies, estimated on the basis of the hospital insurance experience at 
5 per cent,? equivalent to $40 million for a total of $837 million. If the 
28 per cent retention ratio® were to apply in 1971 as it did in 1961,‘ the total 
cost of the medical services would amount to $1,020 million in 1971. 

Hence, the decision which Canadians have to make, assuming that they 
accept the claim of the health insurance industry that it can provide universal 
coverage, is whether they wish to pay $1,020 million for physicians’ services 
in 1971 for a programme administered by the insurance industry, or $837 mil- 
lion for a programme administered by government agencies.° 

In our opinion it would be an uneconomic use of Canada’s limited 
resources to spend an extra $183 million, or a substantial part of this sum, 
just to have physicians’ services alone administered by the health insurance 
industry. Physicians’ services, as we have emphasized, are but one phase of 
a comprehensive programme. Canada faces substantial demands for funds for 
the expanding Health Services Programme, as we elaborate in Chapter 20. 
Hence, we must choose the most frugal method to achieve our objectives— 
one which we know from our hospital insurance experience is equally efficient. 

Accordingly we have been impelled to conclude that government action 
is imperative and that we should move immediately to mobilize the nation’s 
resources to establish efficient, universal, comprehensive health services 
programmes in all ten provinces and the territories. 


+See Chapter 20. 

2See Chapter 20. The ratio was 5.7 per cent in Saskatchewan on the basis of the 
first year’s experience in operating its medical services programme provided by data (Saskatche- 
wan Medical Care Commission). 

8This ratio covers acquisition costs, taxes, administration, reserves and profits. (See 
Berry, C. H., op. cit., Chapter 4, and Table 18-3.) 

4 We have used the 28 per cent ratio which is the retention ratio applicable to all carriers 
including stock companies, mutual companies, co-operatives and fraternal societies, and prepay- 
ment plans. The ratio would have been higher if we had used the proportion applicable to 
commercial insurance carriers only (see Table 18-3). 

5 These figures are in constant (1957) dollars. The amounts would be higher in current 
dollar terms. 
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Projected Output and Government Spending 
In Canada, 1961-1991 


An assessment of the feasibility and methods of financing a health care 
programme in Canada requires an examination of the productive capabilities 
of the economy and the alternative ways open to the nation to make use of 
the volume of goods and services produced in the future. Hence we present 
in this chapter, in summary fashion, projections of Gross National Product 
and government expenditures. The increase in health expenditures that may 
take place in Canada over the next three decades, and the role of health 
expenditures in our expanding economy are discussed in Chapter 20. The 
increases projected as a consequence of the expansion of public health 
programmes will depend to some extent on the growth of national output 
over the next generation and the share of this output that may be allo- 
cated to the public sector. We therefore turn to a consideration of the 
likely range of national output between 1961 and 1991 and the proportion 
of this output that might be allocated to government spending. 


MEANING OF ECONOMIC PROJECTIONS 


An economic projection is not a forecast in the sense that we ex- 
pect what is projected to actually happen. It is rather an extrapolation of 
the systematic long-term trends which have been observed in the economy in 
the past. But the structure of an economy is such that it produces more than 
long-term trends. It also produces cycles about the trends, and in addition 
is subject to many random influences which cause it to fluctuate irregularly. 
Most of the random influences are small, and arise from a myriad of irregular 
acts of non-systematic behaviour or disturbances in the economic system, 
which are added to the systematic behaviour of individuals, and of the 
aggregate system. Some, however, are large influences arising from some 
major international event, natural phenomenon, scientific discovery, or social 
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upheaval. These are classed as episodes. Their effects show up distinctly as 
large irregularities in economic time series. 

An extrapolation of long-term trends does not allow for the inevi- 
table cycles, random disturbances and major episodes which take place 
from time to time. Since many of these occurrences cannot be foreseen it 
would be difficult to allow for them. It may be possible to anticipate a 
cyclical pattern for a little while into the future, but even the extent and 
duration of such cycles are subject to whatever government policies are 
pursued to minimize their impact. Thus about the only kind of economic 
movement that one can hope to project for any considerable period into 
the future is the long-term trends, of the economy either along a straight 
line or along growth rate paths which vary over sub-periods. The result 
will be broad movements, not at all like the economic series of everyday 
life which have the cycles and the irregularities superimposed upon them. 

But even the trends which we project may vary from the actual 
behaviour pattern of the economy, for these trends are affected by underly- 
ing behaviouristic forces and technological relationships of the economy; and 
these are likely to evolve in such a way as to alter the long-term trends 
of the economy. 

There are other important factors that may affect Canada’s growth 
prospects over the longer term such as our competitive position in world 
trade and the change in the level of demand abroad for Canada’s major 
export products, as well as our terms of trade. Then there are the problems 
of adjustment which Canada faces as the structure of its economy changes.! 

Another difficult choice that has to be made in preparing a longer 
term economic projection is the formulation of an assumption of the down- 
ward trend of the average number of hours worked by Canadians per 
week and per year. Such an assumption is usually based on past experience 
and trends. But, many forces, sociological as well as economic may alter our 
future choices between work and leisure. We have assumed that Canadians 
will move gradually and slowly in the direction of increased leisure. 

A similar uncertainty is inherent in any assumption made with respect 
to the future course of technical progress. Who can foresee the great 
discoveries in science, the ingenious inventions, the changes in human spirit 
and morale which are yet to come? And, those that do come will set in train 
new trends in our technical progress and hence bring us increases of real 
output per man-hour and in real per capita income.” To allow for variation 
in the impact of some of these factors we have presented a range of 
estimates. 


1 Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, Chapters 4, 5 and 7 
“1 Did... Cuaptere 7. 
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Since the making of meaningful economic projections is beset by so 
many difficulties and uncertainties, it may be wondered what value there is 
in undertaking such an exercise. The usefulness lies in the fact that our 
economic projection, carefully prepared, may be reasonably accurate for 
the early part of the period projected, and hence can serve as a basis for 
action in guiding the economy toward social and economic goals for the 
short- and medium-term. 

Every individual in his daily round of life must make decisions and 
act on the basis of the best assessment he can make of the future. This is 
necessary for his survival and progress. A whole society must do the 
same. There is little doubt as to the merits for society to use forecasts and 
projections. In fact, it uses them, consciously or unconsciously, every day 
of its existence, as a basis for its myriad of minor and major decisions. 
The real question is: how explicitly and carefully the forecasts and projections 
are to be made. 
| On the basis of this reasoning a carefully prepared projection can 
help society to make more effective decisions, on the average, for setting 
its immediate course toward its long-term goals. But then since there is a 
likelihood that trends may change, the projection must be kept under 
continuous review and revision, so that plans and decisions for the future 
can be revised at intervals. 

Such a process of intelligent decision-making based on using forecasts, 
projections and a measure of economic planning can be likened to the navi- 
gation of a ship or aircraft to a distant destination. The goal is known in ad- 
vance, and a course is calculated and set for it, based on conditions in the 
atmosphere and in the craft as best they can be ascertained at the time. 
But these conditions are under continuous review as the journey proceeds. 
Then as changes in this environment, or in the craft’s structural characteristics 
are detected, the course is altered accordingly. This process is successively 
repeated until the destination is reached. A systematic procedure like this, 
based on calculations using the best data and theory, is far more likely to 
achieve success than the sole use of intuition and trial and error—in eco- 
nomic navigation, as in marine and air navigation. 


MAKING OF ECONOMIC PROJECTIONS 


The technical details which lie behind our estimates are to be found 
in a study we commissioned, dealing with economic and population projec- 
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tions for Canada, for the period 1961-1991. Here we would like to give a 
brief outline of the factors that have determined our estimates of future 
Gross National Product. We commence with an independent projection of 
Canada’s population from 1961 to 1991 which we have described in Chapter 
4. This projection is based on trends of fertility, mortality and net immigra- 
tion, and yields estimates of the male and female population, non-institutional, 
civilian and aged 14 and over. From these population groups we present 
estimates of the number that will wish to work. Using projected male and 
female labour force participation rates we arrive at Canada’s labour force 
for the period 1961 to 1991 at quinquennial intervals. We then make certain 
assumptions about rates of unemployment and we project hours of work per 
year per employed person. As a result we arrive at projected total man-hours 
of labour for the country as a whole. The output of this growing supply of 
man-hours of labour will depend on how productive the Canadian labour 
force will be, on its skills, education, attitude, health and on the technology 
embodied in the capital stock with which labour can work, in short on what 
we have earlier referred to as the socio-technical determinants of economic 
growth. The average productivity of labour in the past has then been pro- 
jected into the future so that with the projected labour supply and labour 
productivity an estimate can then be derived of potential national output. 
This potential is, of course, determined by the growth of demand and the 
provision of the appropriate amount of capital per worker. Since we have 
already assumed a certain level of unemployment and average labour produc- 
tivity, we have in fact, projected a particular trend of demand; that which is 
associated with the particular level of unemployment projected. Once we have 
projected final output we can then, again on the basis of past trends, project 
the distribution of final output including the share of GNP allocated to ex- 
panding the stock of capital, and the share of GNP allocated to the health 
services sector. 


LABOUR FORCE 


Population growth is the source of the labour supply in the produc- 
tive system and we have presented our estimates of population growth in 
Chapter 4.° The size of the labour force depends on the degree of participa- 
tion in the productive process and this in turn is influenced by long-term 
trends of sociological and technological forces, as well as by the economic 





1 Brown, T. M., Canadian Economic Growth, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964, see particularly Chapters 7, 8 and 10, and 
Appendix E. 


2See Footnote 3, p. 117. 
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influences of real wage rates, types and extent of unemployment, standards of 
living and wealth. Certain broad trends in the historical participation rates 
stand out and it is upon these trends that we have based our future projec- 
tion of the labour force. 

The general participation rate of the total labour force (including 
the military) to total population climbed steadily from 37.9 per cent in 
1926 to 42.3 per cent in 1945. Since then it has declined somewhat to 36.5 
per cent in 1961. The bulk of these changes can probably be attributed to 
a decline in the proportion of the dependent population composed of the 
young and the aged in the earlier period followed by a reversal of this trend 
in the period after 1945. Looking at the over-all participation rate of the 
civilian labour force, compared with the civilian non-institutional population 
age 14 and over, we find that since the war there has been a steady decline 
in the participation rate for men from 85.2 to 80.0 per cent of the male labour 
force while for women the participation rate has been increasing steadily since 
1950 reaching 28.8 per cent in 1961.4 

The decline in male membership largely has been the result of a 
notable decline in the participation of the 14-19 age group and of the age 
group 65 and over. Both of these are the consequence of an increasingly 
affluent society which makes possible extended education to meet the re- 
quirements of a more complex society, and permits early retirement through 
the growth of pension plans. The increasing participation of women can be 
related to a change in social attitudes about women working, the result 
mainly of two world wars. It is also related to the reduction by modern 
machinery of some of the heavy work of production, coupled with the in- 
creased need for office and administrative functions in our more complex 
productive system. At the same time home-making is lightened by equipment 
of an increasingly automatic nature. The need for more education causes the 
participation rates of the age group, 14-19, to decline. In all other groups 
the rates are increasing. The increase is modest in the ages 20-24, high 
in the 25-34, almost explosive in the groups 35-64, and modest in the 65 and 
over group. 

Both the trend to increased participation of women in the labour 
force and a decreased participation rate for men can be expected to continue 
for some time into the future at the rate which has been characteristic of 
recent years. The growing demand for longer schooling and more profes- 
sional training will keep more people out of the labour force at least until 
age 20 as will the provision of more schools, technical colleges and uni- 
versities. The continued growth of incomes and pensions will also permit a 
larger number of the population to retire at least at age 65. The return of 
married women to the labour force can be expected to continue and the 





1See Table 19-1. 
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increased opportunities for women in the expanding service industries will 
permit a growing number of women to enter the labour force. The rapid 
changes in labour force participation that have characterized the past 
decade is not expected to continue to the same extent and we have therefore 
allowed for some slowing down in both these trends in the future. The 
downward trend in male participation was projected forward so that it de- 
clines from 80 per cent in 1961 to 75 per cent in 1991; while the upward 
trend for females was projected so that it grows from 28.8 per cent in 1961 
to 38 per cent in 1991. The net result of these counteracting trends was 
that over-all participation is projected as rising moderately, from 54.3 per 
cent in 1961 to 55.3 per cent in 1991. As a consequence with the Canadian 
population rising from 18.2 million in 1961 to 35.1 million in 1991, the 
civilian labour force is expected to grow from 6.5 million to 13.1 million. 


FROM LABOUR FORCE TO PRODUCTION 


The labour force or labour supply is only a potential input into pro- 
duction. The actual input depends upon the rate of unemployment, the hours 
of work per week and per year, the degree of skill and education brought to 
the task, and finally the intensity of effort. There are thus many dimensions 
to labour input. We must attempt to see the trend they produce. 


Unemployment 


The rate of unemployment was approximately 2.5 to 3 per cent of 
the civilian labour force in the late 1920’s, rose to 20 per cent or more in 
the depressed nineteen thirties, was 12 per cent as late as 1940, about 2 per 
cent later in the war, and ranged from 2.5 to 4 per cent in the post-war up to 
1953. With the recessions of 1954 and 1957 the rate moved to over 4 per 
cent and from 1958 onward has been 6 and 7 per cent. The evidence pre- 
sented both in our study on Canadian Economic Growth, and of the Special 
Committee of the Senate on Manpower and Employment, indicate that Can- 
ada has had a serious unemployment problem for some years.? With the 
elimination of the backlog of demand for consumer goods and the ces- 


1The percentage refers to the average ratio for the year of the numbers of persons in 
the labour force. 

’ “Over the past decade there has been an upward drift in the general level of unemploy- 
ment. This tendency has been especially pronounced since the end of the ‘boom’ in 1956-57. 
During 1960 the average rate of unemployment was about 7%, a rate which is of major 
concern both from the standpoint of lost human opportunities and lost production.” Final 
Report of the Special Committee of the Senate on Manpower and Employment, Ottawa: 
Queen’s Printer, 1961, p. 2. 
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sation of the resource investment boom of 1955-57, the increased com- 
petitiveness of foreign producers and the fact that more recent innovations 
of automation, electronics, computers, atomic energy, and space research 
stimulate employment at the outset, but eventually are labour saving, (their 
labour-saving effect seems ultimately to more than offset their capital-using 
effects on final over-all employment) led to an increase in unemployment 
that is reported to be higher than that of any industrialized nation.1 Indeed, 
technological change in all its forms may have enabled the private com- 
modity producing sector of the economy to achieve a high rate of produc- 
tivity increase particularly in manufacturing industries. Hence increasing 
manufacturing output has not been accompanied by corresponding increases 
in employment. It has been mainly the rising rates of production of govern- 
ment and other services sectors, along with the capital investment that this has 
required, which has prevented the level of unemployment from rising to levels 
even higher than those actually recorded. We have referred to this point in our 
discussion in Chapter 11. 

What we are suggesting is that much more than a structural problem 
is creating the current high levels of unemployment in North America. 
Investment itself, despite the growth of government capital expenditures, and 
the availability of potential savings, has been at a relatively low level since 
1957 and the adjustment to structural changes has become more difficult 
in the circumstances of a slow rate of economic growth. 

It is beyond our Terms of Reference to delve into the causes of a 
continuing high level of unemployment or to make recommendations how 
it might be reduced. But a rapid increase to a relatively high level of demand, 
including a high level of demand for health services, would provide the 
largest immediate supply of goods and services for consumption and invest- 
ment and with it a higher level of employment and a reduction in the volume 
of unemployment. It is with a sense of sincere conviction that we state that 
an expanding health industry has made, and can continue to make, an 
important contribution both directly and indirectly to the economic growth 
of Canada and rising levels of employment and income. What rate of econ- 
omic growth should be aimed at and what could be realized, as well as what 
path should be taken to reach it, is a challenge which Canada faces. Despite 
the growth of the Canadian labour force and the spread of automation, with 
the appropriate private and public policies the Canadian economy could 
move along a growth path with minor fluctuations varying between an 
average rate of unemployment of four and five per cent per year. 


1 Measuring Employment and Unemployment, U.S. President’s Committee to Appraise 
Employment and Unemployment Statistics, Washington: U.S. Government Printing Office, 
1962, p. 220. 
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Our projections indicate that the long-term level of unemployment 
of four per cent could be attained by 1966,1 and that while unexpected 
fluctuations around this trend rate will occur between 1966 and 1991—as 
a consequence of the business cycle—this average trend could be maintained. 
As an alternative, to take account of the imperfection of economic policy 
and the economic system, estimates are presented of the employed labour 
force on the basis of an average rate of unemployment of five per cent per 
year. 

We recognize that a range of 4 to 5 per cent rate of unemployment 
may be considered by some observers as too high, by some as too low. We 
believe in being realistic, admitting the difficulties which a predominantly 
private enterprise country is facing in achieving a high level of employment 
while at the same time relying on the good sense of the Canadian people, and 
its democratic institutions, to pursue economic policies which will keep the 
waste of human resources associated with unemployment to a minimum 
reconcilable with a free society. As a consequence our projection is based 
on an assumed rate of unemployment somewhat higher than the 3 per cent 
projected by the Royal Commission on Canada’s Economic Prospects* or the 
one per cent aimed at by a country like Sweden. Our range of 4 to 5 per cent 
is about the same or moderately higher than the interim target of 4 per cent 
suggested by the administration in the United States.* To the extent that 
policies are developed that reduce the level of unemployment below 4 to 5 
per cent so will Canada be able to achieve a higher standard of living than 
that projected in our Report. Unemployed men and unused capital resources 
produce nothing but they must be maintained. Lower unemployment means 
a more rapid rate of economic growth and the possibility of more consump- 
tion and investment, both private and public, which otherwise would be lost 
forever. We wish to reiterate: One of the important consequences from 
such an increased output is the possibility of providing expanded health 
services with their numerous benefits in human and economic terms. 


Hours of Labour 


Hours of work, both in agriculture and industry, have steadily 
declined as Canadian society has become more productive and wealthier 
and Canadians have chosen to take part of their productive gains in more 
leisure instead of more goods and services. The long-term rate in the average 


1This compares with a rate of between 5 and 6 per cent in 1962 and 1963. 

2 Royal Commission on Canada’s Economic Prospects, Final Report, Ottawa: Queen’s 
Printer, 1957, p. 325. 

8 Economic Report of the President, transmitted to the Congress, January 1963. Together 
with The Annual Report of the Council of Economic Advisors, Washington: United States . 
Government Printing Office, 1963, p. 42. The Report stresses the desirability of aiming over the 
Jonger term at a ratio of the number of unemployed to labour force below 4 per cent. 
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annual number of hours worked by each Canadian worker has declined 
at an annual average of 0.8 per cent since 1926 while the hours worked 
per week fell from 55 hours in the period 1926-31 to 41.5 hours in 1961. The 
rate of decline in the work week has been somewhat lower in the post-war 
period, 0.67 per cent a year on the average and it is this trend which has 
been projected to 1991.1 In this projection, average hours worked per year 
decline from 2,164 in 1961 to 1,768 in 1991, and hours worked per week 
fall from 41.5 to about 34. 

Combining the employment and hours worked projections we get an 
increase of the labour in the production process from 13,114 million man- 
hours in 1961, to 22,234 million in 1991, with a growth rate of 1.75 per 
cent a year.” 


- Productivity 


When the physical volume of output of an economy is divided by the 
quantity of a factor of production used in production the result is called the 
-average productivity of that factor of production. If the factor of production 
were labour, then the total output divided by the total man-hours of labour 
would yield the average productivity of labour. This does not mean that all 
productivity is to be attributed to the factor selected. In fact, improvements 
in this productivity ratio may be due to increases in the quantity of other 
factors of production, to qualitative improvements in other factors or to 
socio-technical improvements in general. On the other hand, some or all of 
the gains in productivity may be due to the factor in question. 

The detailed analysis of this growth in productivity is to be found 
in our study dealing with economic projections.? Suffice to say here that the 
long-term growth of the average productivity of labour between 1926 and 
1961 was such as to raise the real output per man-hour from $1.04 to $2.64. 
(Output is measured in constant (1957) dollars as shown in Table 19-1). 
This was the equivalent of a long-term growth in the average productivity 
of labour of 2.69 per cent a year of which part was the consequence of the 
accumulation of the stock of capital per man-hour of labour and part was 
the result of improvements in knowledge, skill and technology—the socio- 
technical improvement variable—over this period.* 

Changes in average productivity are subject to cyclical swings tending 
to fall in recession periods and to rise in prosperous periods. Administrative 
and maintenance staff cannot be reduced as rapidly as output falls, while 





1See Table 19-1. 

2See Table 19-1. 

’ Brown, T. M., op. cit., Chapters 3 and 6. 

“The supply of capital per man-hour grew at the trend rate of 1.33 per cent a year 
and the socio-economic variable at the trend rate of 1.7 per cent a year. 
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direct labour can be so reduced. A further cause of decline may be that 
plants are achieving their highest level of productivity when used at or close 
to optimum capacity. Below this level they may be much less productive. 
A further cause of low productivity in recession periods is the impact on 
socio-technological improvement. We cannot expect education and research 
to progress at the same pace in depression as in prosperity. Nor can we 
expect innovations to be pursued as vigorously in depression as at other 
times for reasons of low demand and difficulties of finance. Nor can we 
expect workers to have high morale and a proper attitude toward work and 
productivity when there is wide-spread unemployment. There is a productivity 
bonus to society which may itself pay for the costs of economic policies 
aiming at a continuing rate of economic growth accompanied by a high level 
of employment and income. We cite as evidence the growth of productivity 
- of labour in the post-war period. From 1946 to 1956, real output per man- 
hour rose from $1.75 to $2.50, as can be seen from Table 19-1, or the equiva- 
lent of a trend rate of growth of 3.6 per cent a year. In the recent period of 
-economic slowdown, real output per man-hour rose only from $2.50 in 1956 
to $2.64 in 1961, a trend rate of growth of 1.2 per cent a year. 

For our projection of output, we have felt that if the level of unem- 
ployment can be held at 4 per cent, real output per man-hour, measured in 
constant (1957) dollars should rise to $5.96 by 1991, the equivalent of a 
trend rate of growth in average labour productivity of 2.75 per cent a year, 
approximately the equivalent rate recorded in the period 1926 to 1961.1 

We have, however, made an alternative assumption of an unemploy- 
ment rate of 5 per cent. Under these circumstances we project that the 
average productivity of labour will fall below the long-term trend, and that 
the level achieved, for the reasons outlined above may amount to only 2.25 
per cent a year.? 


PROJECTED GROWTH OF TOTAL REAL OUTPUT 


Given our projected rate of growth of total man-hours of labour 
—assuming a 4 per cent unemployment rate—and given that the average 
productivity of labour is projected to grow at a rate of 2.75 per cent a 
year, Table 19-1 indicates that gross domestic civilian product is expected 
to increase from $34.6 billion in 1961 (measured in constant 1957 dollars) 
to $132.4 billion in 1991. We need not go into the detail here concerning the 
adjustments needed to convert gross domestic civilian product into Gross 
National Product since the interested reader can consult our study dealing 





1Jbid., Chapter 6. 
2See Table 19-2. 
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with Canadian Economic Growth.1 Suffice to say that the adjustments 
involve the addition of the output of the defence industry not already 
included in gross domestic civilian product to obtain Gross Domestic Prod- 
uct, and the addition of interest and dividends received from abroad and 
the subtraction of interest and dividends paid abroad in order to obtain 
Gross National Product. 

On the basis of these adjusted projections it is estimated that GNP, 
measured in real terms, would increase nearly fourfold over the 30 years 
of projection rising from $34.5 billion in 1961 to $132.6 billion in 1991.? 
Total GNP may grow at the rate of 5.4 per cent a year in the first five-year 
period as the economy achieves a somewhat higher proportionate level of 
employment in 1966. Its subsequent rate of growth would be somewhat less, 
about 4.5 per cent a year compared with the average rate achieved in the 
period 1926-61 which includes the depressed thirties of 3.6 per cent and 
with the average rate of growth of GNP of 5 per cent achieved when Canada 
had a relatively high level of employment, as for example in the 1946 to 
1956 period. Per person, this projected increase in output would result in an 
increase of almost 100 per cent over the thirty years as per capita GNP is 
projected to rise from $1,893 in 1961 to $3,777 in 1991, both measured 
in constant (1957) dollars. 

The projection of Gross National Product based on a 5 per cent 
unemployment rate and a 2.25 per cent labour productivity has been car- 
ried out in two stages; first with unemployment at an average annual rate 
of 5 per cent and labour productivity of 2.75 per cent and then with a 
lesser rate of average labour productivity of 2.25 per cent. The results of 
these calculations are tabulated in Table 19-2. With the first set of assump- 
tions we get a slightly slower growth path, with only minor reductions in the 
growth rate of output. In the period 1961-66, the annual average rate of 
growth projected is 5 per cent compared with 5.2 per cent in our earlier 
projection and is only slightly lower in later years. Total GNP in 1966 is only 
one per cent lower at $44.4 billion and in 1991 is still only a little over one 
per cent less at $131 billion.® 


1 Brown, T. M., op. cit. 

2See Tables 19-1 and 19-2. We have used throughout this Report the original 
‘estimates of Gross National Product for 1961 as published by the Dominion Bureau of 
Statistics. As we explained in footnote b to Table 19-2, the Dominion Bureau of Statistics 
has subsequently revised its estimate of Gross National Product for 1961 from a preliminary 
total of $34,529 million to $35,023 million in constant dollar terms. In current dollar terms 
the change was from $36,844 million to $37,421 million. For the purpose of the current 
dollar projections up to 1971, shown in Table 19-3, we have used the revised figures of 
‘Gross National Product for 1961 as a base (see Brown, T. M., op. cit., Chapter 7, p. 11). 
It should also be noted that if this revision were incorporated into the projection of GNP 
shown in Table 19-1, the effect would be to raise the estimated GNP for 1991 by about 
‘$1,830 million or almost 1.5 per cent. 

® Because this alternative projection differs but slightly from our first projection we have 
aade no further use of it. 


PROJECTED OUTPUT AND GOVERNMENT SPENDNIG 765 


Using the second set of assumptions which are somewhat more com- 
patible, since a lower rate of employment would tend to be associated 
with a slower growth rate in productivity, as shown in Table 19-2, we still get 
a substantial growth rate of Gross National Product though not at the 
level projected with lower employment and higher productivity. By. 1966, 
the projected growth rate of GNP is 4.7 per cent and for the remainder 
of the period it is projected at 4 per cent. The result of this is that in 1966 
GNP is about 3.5 per cent lower at $43.4 billion and in 1991 is over 14 per 
cent lower at $113 billion. Per capita GNP in 1991, given the most unfavour- 
able projection would still amount to about $3,229, over 70 per cent greater 
than it had been in 1961. 


CURRENT DOLLAR PROJECTIONS OF GROSS 
NATIONAL PRODUCT 


The projection of economic quantities is best carried out in terms 
of physical volume, that is with quantities measured in the fixed prices or 
fixed price level of a base period. In exceptional cases where the prices 
of specific goods and services might be expected to rise rapidly it is useful 
to convert projections calculated in constant dollars of some base period 
[e.g., in constant (1957) dollars] to money costs in market prices. To do 
this it is necessary to project future movements of price levels which are 
composed of trends, cycles and irregular price movements. Given the vast 
difficulties associated with this exercise we have projected here only a 
trend in the implicit price index of Gross National Expenditure. 

The long-term growth rate of the price level for GNE during the 
period 1926 to 1962 has been 2% per cent a year. Much of this increase 
took place in the immediate post-war period, a consequence of the removal 
of price controls and the post-war scarcity of consumer goods, and in the 
more recent period 1954 to 1962, the annual average rate of increase has been 
1.94 per cent a year. In the light of the limitations of the data available 
for projecting future price trends it has been assumed that the latter trend 
will persist until 1971 and the rate of 1.94 per cent was used in projecting 
GNP in current dollars between 1961 and 1971. The price level so projected 
was applied to the GNP values for Projection 1 and the variant which assumes 
a 5 per cent rate of unemployment and a growth rate in the average produc- 
tivity of labour of 2.25 per cent. Table 19-3 gives these projections in cur- 
rent dollars and indicates that if these trends were realized the Gross 
National Product would be between $69 billion and $74 billion in 1971. 
On a per person basis the increase would be between 50 and 60 per cent 
as per capita income would increase from $2,052 in 1961 to between 
$3,076 and $3,264 in 1971. 
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TABLE 19-3 PROJECTED GNP IN CURRENT DOLLARS, CANADA, 
1961, 1966 AND 1971 








Projection I* Variant If 
Year gee eee ee ee eee 
Total Per Capita Total Per Capita 
$ $ 
$’000,000 $’000,000 
LOG Tt ciieoteeee 37,421 2,052 37,421 2,052 
TOGO nee ares mie totl 2,640 oP IAN BR, 


NEI eso me ve Je Sarre fete se 73,734 3,264 69,487 3,076 





*Assuming a 4 per cent rate of unemployment, average labour productivity of 2.75 and a 
compound growth rate of the price level of 1.94 per cent a year. 

+Assuming a 5 per cent rate of unemployment, average labour productivity of 2.25 per cent 
and a compound growth rate of the price level of 1.94 per cent a year. 


Source: Brown, T. M., Canadian Economic Growth, a study prepared for the Royal 
Commission on Health Services, Ottawa: Queen’s Printer, 1964, Chapter 7, Table 3. 


ALLOCATION OF OUTPUT 


In an economy operating at a high level, the broad social choices 
that are available to individuals and society as a whole are between leisure 
and output since the more leisure the less that total output will be. In 
a relatively affluent society it seems to be the case that the consumption 
of leisure becomes increasingly important compared to the consumption of 
goods and services. As a consequence, the average number of hours worked 
per year declines, an experience we can observe for Canada for a long period 
of time. We have projected this trend into the future, as explained earlier. 

Society, and the individuals that make it up have another choice: how 
much of their income should be devoted to consumption and how much 
should be saved. If output is used up in consumption, then labour and 
capital will be employed to replace this output and unemployment would 
tend to be minimized. However, consumption today does not provide for 
a higher consumption in the future. This can only come about by some com- 
bination of capital accumulation and technical progress and, as a consequence, 
part of total output must not be consumed. It must take the form of ad- 
ditions to the supply of capital goods. In short, a community if it wishes to 
achieve a high and continuing rate of economic growth must save (forego 
consumption) in order to accumulate investment goods. 
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In this context it is necessary to recall that not all spending classified 
as consumption is in fact consumption spending. Because the basic data for 
our projections, the National Accounts, still treat the current costs of educa- 
tion and health as consumption expenditures, investment in human capital 
is classified as a consumption outlay not an investment outlay. Again what is 
classified as public consumption consists of government current expenditures, 
excluding defence expenditures, of the Federal, Provincial and municipal 
governments for police and fire protection, the judiciary, road maintenance, 
sewage and garbage disposal, government scientific research, economic analy- 
sis, communicable disease control, education and a host of other services. The 
proportion of such spending which is either an intermediate expenditure or 
an outlay with some expectation of economic return is unknown but is still 
_ substantial. 

Even if a community foregoes consumption, it does not necessarily 
follow that available resources will be used to add to the capital stock. They 
may merely lie idle in the form of unemployed men, buildings and machines 

and the foregone consumption of the community, the savings of its members, 

are brought to nought if capital accumulation does not take place at the 
rate required. If investment goods, whether private or public, were produced 
in response to savings; that is if savings were constructively employed to 
acquire these capital goods; this would lead to more production and con- 
sumption in the future. The result is continuing economic growth. 

The maintenance then of a high level of output, as well as employ- 
ment, requires a continuing large volume of investment, both private and 
public, or, if this is not forthcoming, a high level of private and public 
consumption. 

The solution of this dilemma thus involves the projection of a 
likely level of investment, along with a level of consumption that will lead 
to the employment of almost all available labour and capital and which will 
stimulate technological innovation and risk-taking enterprise. To choose 
a low level of consumption and a large volume of savings may mean a slow 
rate of increase of income accompanied by a high level of unemployment. 
The reason: sufficient investment is not forthcoming to match the volume of 
savings. On the other hand, if it were possible to ensure that all savings 
were transformed into investment goods, then a high level of savings might 
involve a lower level of consumption today in favour of a higher level of 
growth and future consumption. These are complex and difficult problems 
that involve solutions far beyond the frame of reference of this Commission. 
In order to support our estimate of GNP and to estimate the significance of 
publicly financed health expenditures it is necessary to make some assump- 

tions about the possible future allocation of output. 
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Essentially what we have done is to project that total national 
consumption, including private consumption and government current expen- 
ditures, will account for 79 per cent of total output and that savings-invest- 
ment, again including government investment expenditures, will account for 
21 per cent.* Total consumption includes 75 per cent for civilian consump- 
tion and 4 per cent for defence spending. The allocation of 21 per cent of 
output to savings-investment implies that we have not projected the highest 
possible rate of economic growth associated with a high level of savings- 
investment since this latter category has risen as high as 25 per cent of total 
output in periods of intensive investment such as 1926-29 and 1955-56. Al- 
ternatively, even with a level of savings equal to 21 per cent of GNP, we are 
still projecting a rate of unemployment of labour of 4 per cent. 

With 21 per cent of total output allocated to national savings-invest- 
ment, Table 19-1 indicates that in constant dollar terms, savings are pro- 
jected to rise from $6.7 billion in 1961 to $27.8 billion in 1991, an increase 
of over fourfold in this period. Defence expenditures are projected to 
account for 4 per cent of GNE and to rise from $1.45 billion in 1961 to 
$5.3 billion in 1991.2 This implies that output in the defence sector will 
increase almost threefold. Total national consumption, both private and pub- 
lic as shown in Table 19-1 is projected to rise from $26.3 billion to $99.4 
billion in 1991 or nearly fourfold, while per capita private and public con- 
sumption is projected to rise from $1,444 in 1961 to $2,833 in 1991 or 
to double over a period of thirty years. Such an increase would be the 
equivalent of an average annual percentage rate of improvement of 2.2 
per cent a year compared to 1.7 per cent over the period 1926-1961. The 
private consumption component is projected to rise from $1,253 in 1961 
to $2,337 in 1991 and the public consumption component to rise from 
$191 to $496. Despite the somewhat more rapid increase projected for 
public consumption over the thirty years, private consumption expenditures 
are still almost five times as great as public consumption in 1991. Part 
of private consumption expenditures in a sense will be financed by govern- 
ment since transfer payments are a part of disposable income available to 
finance private consumption. 

Even with the projected higher rate of unemployment and lower rate 
of productivity the growth of output would still be substantial. Gross National 
Product is projected to increase to $113.3 million by 1991 and per capita 
consumption in real terms—a rough equivalent of the level of living—while 


+See Royal Commission on Canada’s Economic Prospects, op. cit., Table 17-1, p. 336, 
which estimated 77 per cent would go into national consumption including defence and 23 
per cent for savings-investment. 

2Ibid., Table 17-1, p. 336, which projected defence expenditures as between 3.9 and 
4.1 per cent of GNE in the period 1979-1981. 
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it no longer doubles, does increase by almost 70 per cent over the thirty 
years which is equivalent to an annual rate of increase of over 1.7 per cent 
a year. 

Our opinion then is, given existing information, that to project a 
higher level of savings would not be consistent with a rate of unemployment 
between 4 and 5 per cent. A level of savings such as we have projected 
would provide a growing stock of capital consistent with the growth of the 
labour force and a trend rate of growth of average labour productivity of 
between 2.25 and 2.75 per cent. Sufficient capital and labour would be 
forthcoming to enable GNP to grow at a rate of 5.4 per cent a year in real 
terms in the period ending in 1966, providing the economy returns to a 
moderately higher average level of employment (96 per cent of the labour 
force). Subsequently it could grow at a rate of 4.5 per cent a year which 
is not too far removed from the historical average high employment and 
high savings growth rate of 5 per cent a year! and is considerably higher 
than the 3.6 per cent growth rate experienced over the whole period 1926-61.? 
Nor should it be forgotten that more investment output could be achieved 
if the unemployment rate could be reduced below 4 per cent while if unem- 
ployment increases to 5 per cent and the rate of productivity increase falls to 
2.25 per cent, the trend rate of growth of income is even lower than that 
described above. | 

We do not wish it to be inferred that we have made a choice for 
Canadians between consumption and savings. What we have done is to assume 
that private and public economic activity will be high enough to reduce the 
level of unemployment to 4 or 5 per cent of the labour force and on this 
basis we have projected the trends which we believe to have been operating 
in the Canadian economy over a number of years and are currently con- 
tinuing. Circumstances beyond the control of Canadians along with private 
and public policy decisions could materially affect these trends but only the 
events of the future will tell us whether this will in fact be the case. 


ALTERNATIVE PROJECTIONS OF OUTPUT 


In the study on Canadian Economic Growth prepared for us, two 
other estimates of future Gross National Product were included using dif- 
ferent and somewhat more complex theoretical analyses.* The result of the 





1This compares with an average of 4.9 in 1963. 

2It will be noted from Table 19-1 that the proportion of Gross Domestic Product 
paid abroad is projected as declining from .022 per cent in 1961 to .016 per cent in 1991 
indicating a diminished dependence on foreign capital in the latter year. 

3’ Brown, T. M., op. cit., Chapters 8 and 10. 
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first of these projections does not differ significantly from the projections 
used in this study. The standard of living almost doubles over the period 
1961-91, and total output measured in constant (1957) dollars rises to 
$132.7 billion in 1991 compared to $132.4 billion in the projections pre- 
sented in this chapter. 

The other projection is based upon an econometric model of economic 
growth and attempts to estimate the main behaviour equations of the economy. 
That is, it is designed to explain and project the demand for goods and 
services as well as the supply. This particular projection’ brings out the 
tendency of an economy with a high degree of technological progress to 
generate a substantial amount of unemployment even when the rate of growth 
of national output is rapid. The model also indicates that pronounced ma- 
terial gains can be made if suitable economic policies are pursued to enable 
the nation to reap the benefits of both a high level of technological progress 
and a high level of employment. These gains accrue not only to those who 
otherwise should suffer from unemployment but also to the nation as a 
whole. The standard of living increases rapidly for all Canadians, business 
profits grow at an encouraging rate, increasing economic benefits can be 
passed on to less developed countries through economic aid and technical 
assistance and government deficits can be eliminated and converted into sur- 
pluses. The public policies used to produce these results include changes in 
tax rates and the size of transfer payments along with variations in the level 
of public consumption and a number of other economic policies, but all di- 
rected essentially to stimulate demand. 

The implications are clear. If the Canadian economy can achieve 
a high rate of economic growth on the basis of a reasonably high level of 
employment, under such prosperous conditions Canadians will be able to 
continue to increase their per capita consumption of goods and services, 
most wants can be more fully satisfied and some wants formerly considered 
luxuries may gradually come to be considered necessities. If, however, this 
rate of economic growth were not achieved, then additional public stimulants 
to demand would become necessary and both private and public consumption 
and investment likely would then need to be stimulated. In both cases it is 
possible for Canadians to increase their consumption in the future without 
ultimately reducing their standard of living. In the latter case, the choice 
seems to be between a higher rate of unemployment and more present or 
future consumption since the economic potential is there. 


1 This approach is only a preliminary attempt to project total output using an econometric 
model technique. The economic analysis on which this model is based is subject to further 
development and the conclusions presented must, therefore, be accepted as tentative. 
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PUBLIC SECTOR IN THE CANADIAN ECONOMY 


In our discussion of the distribution of output between consumption,. 
and investment we made no distinction between the persons or institutions 
responsible for such expenditures though we did refer to the future role of 
government spending in maintaining a relatively high level of employment 
in a growing economy. We turn now to an examination of the role of govern- 
ment expenditures in the Canadian economy and to assess the changing 
trends in such expenditures since growth of health expenditures is closely 
associated with these trends. 

Governments in Canada have always played an important part in 
economic and social development, both by direct and indirect means, public 
expenditures, transfer payments, subsidies, taxes, tariff and monetary policy. 
During the decades following Confederation came subsidized railway con- 
struction, protective tariff policies, and encouragement of immigration. World 
War I brought extension of government activities into secondary industries. 
as well as in the traditional fields of military efforts. The automobile com- 
mitted governments to large road-building programmes in the 1920’s, while 
the depression and World War II necessitated much broader government 
action in the economic sphere than ever attempted before. In the post-war 
period Canadian governments have continued to produce goods and services. 
for community consumption as well as to redistribute income. In addition, 
they have been expected to maintain a high level of employment, reasonable 
price stability and to encourage continuing economic growth. All of which 
have tended to increase the role of government in the economy. Thus tariff 
protection has been continued, subsidies have been provided for many 
industries, transfer payments have been increased and taxation has been used 
as a device for stimulating particular types of economic growth. 

This expansion of direct and indirect government activity has been 
associated with what seems to be an increasing use of the institution of 
government to meet a variety of new and pressing needs. Problems and 
collective needs arise because men live in association and are interdependent 
in economic and social respects. Government is the only universal agency 
in the nation, and it is the only institution which can enforce its laws and 
regulations. Democratic government is an agency which enables us to 
transcend exclusively individual and selfish drives and to provide benefits for 
all, or at least a majority, of the nation’s individuals. Many different arrange- 
ments have been developed to implement economic and social policies, the 
result of a complex process of discussion, negotiation, voting, decision- 
_making, and budgeting. Throughout this procedure there is an emphasis. 
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upon finding out what is the overriding national interest and to discover 
the means for achieving acceptable solutions in the interdependent society 
of today. 

The process of industrialization and advancing technology, specializa- 
tion and the division of labour, urbanization and the need for spatial organiza- 
tion of economic and social activities all have exerted an upward pressure 
on government expenditures in developing and developed countries. The 
higher the level of per capita income, the higher the percentage of the 
national income devoted to public service tends to be. Fundamentally, the 
development of government is part and parcel of the whole process of 
economic growth. In western countries, the expansion of government activi- 
ties has been, and continues to be, far more a matter rooted-in technological 
and economic than in ideological factors. It is largely force of necessity in an 
interdependent, industrialized, and specialized society which is responsible 
for the growth of the public sector rather than political evaluations. 

To be specific, many private wants contribute to an increase in 
expenditures on public goods and services. An obvious case is the automobile; 
the more private expenditure on automobiles, the more public outlays are 
required for roads, traffic signals, and policemen. Again the increased 
awareness of the benefits to be derived from investment in human capital has 
led to an increased demand for educational and health services which 
historically have been provided by governments to a substantial extent. We 
have discussed in Chapter 12 the role of educational and health services in 
an increasingly complex and affluent society and there are many other 
examples of what Galbraith has called expenditures to maintain the “social 
balance”.t Advancing technology also affects significantly the pattern of 
spending. Whether it takes place in the private sector, the government sector 
or the defence sector, it leads to demands for higher standards of equipment 
and services requiring highly skilled and therefore relatively costly personnel. 
Thus government expenditures rise as technology grows. 

Finally, increasing specialization, economic interdependence, the 
growth of inter-generation transfers of income and the desire to achieve 
national minimum standards of service have increased government transfer 
payments such as old age pensions, hospital grants, unemployment assistance, 
and various other social security expenditures. The size of these payments 
is related to the general level of economic activity so that as the national 
income increases, transfer payments also grow. Indeed, the growth of public 
expenditures increasingly has become interrelated with economic growth 
since on the one hand, government programmes are needed to support 


*Galbraith, J. K., The Affluent Society, Boston, Houghton Mifflin Company, 1958, 
Chapter 18. 
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economic growth; on the other, economic growth makes it possible to finance 
additional programmes without necessarily curtailing other desirable efforts. 
This does not mean that over the long term government may supplant private 
economic activity. On the contrary, the economic achievements of Canada 
over the last century demonstrate both the effectiveness and viability of our 
way of life. But what we are suggesting, and this we believe earnestly, is 
that sensible and far-sighted government action should be forthcoming if 
obstacles to growth are to be eliminated within the framework of Canadian 
tradition and our concepts of the rights and obligations of the individual. 

The effect of a high rate of population growth, shifts in the age 
structure of the population, rapid urbanization and technological change, 
investment in human capital and changing social attitudes on the trend rate 
of growth of government spending is evident in Tables 19-4 and 19-5. In 
Table 19-4, government expenditures on goods and services in real terms, 
excluding transfer of money to individuals or non-government organizations, 
are shown to have risen from $1 billion in 1926 to $6.6 billion in 1961. 
As a percentage of GNE, such expenditures have risen from 10.3 per cent in 
1926 to 19.1 per cent in 1961.1 A substantial part of this increase has 
been the consequence of increased defence spending which still amounted to 
4.2 per cent of GNE in 1961? and excluding such expenditures, government 
outlays for goods and services amounted to barely 15 per cent—a percentage 
not substantially higher than in 1931. The trend rates of growth of spending, 
including defence spending, rose in the post-war period to 5.4 per cent a 
year, compared with a rate of 3.7 per cent in the pre-war period. Excluding 
defence expenditures the trend rates of growth were 8 per cent in the post-war 
period compared to 1.5 per cent in the pre-war period. 

The payments made by governments to individuals and families, or 
to business and non-profit corporations on their behalf (the transfer pay- 
ments and subsidies), are shown in Table 19-5. From $540 million in 1926, 
measured in real terms, these payments have increased until by 1961 they 
amounted to $4.4 billion. As a percentage of GNE they have risen from 
5.4 per cent in 1926 to 12.8 per cent in 1961, but until 1956 they accounted 
for a smaller proportion of GNE than they had done in 1936 and the growth 
in recent years has been due, to a substantial extent, to the growth of trans- 
fer payments to finance investment in human capital either in the form of 
payments under the hospital insurance programme or grants for higher 
education. 


1Jt should be noted that government business enterprise (e.g., public utilities and gov- 
ernment railways) are included in the private sector along with private non-commercial 
institutions (e.g., universities and hospitals). Governments provide part of the funds used to 
finance such expenditures and these expenditures are classed as transfer payments and are 
discussed later. 

2 This proportion declined to below 4 per cent in 1963. 
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Table 19-5 also indicates the total outlays (direct spending plus 
transfer payments) of all levels of government over this period. From $1.6 
billion in 1926 government expenditures rose to $11 billion in 1961; that is 
from 15.7 per cent of GNE to 31.9 per cent. Excluding defence, the per- 
centage spent by governments rose from 15.4 in 1926 to 27.7 per cent in 
1961 and amounted to $9.6 billion in the latter year. On the other hand, 
until 1956, total government spending as a percentage of GNE had not 
reached the peak level of the 1930’s and if defence spending were excluded, 
government spending in 1956 was still two per cent of GNE lower than it 
had been in 1931. If the trend rate of growth of total output had been 
higher in the latter part of the fifties government spending as a proportion 
of all spending might have been even less. 

The rapid growth of government expenditures that took place in Can- 
ada in the post-war period is, however, not out of line with the experience 
of many other developed countries. Thus about the year 1958, countries 
like the United Kingdom, Norway, Sweden, West Germany, France, Finland, 
New Zealand and Australia had levels of spending equal to or greater than 
that of Canada. Some other developed countries, for example, Belgium, 
Italy and the Netherlands, fall somewhat below Canada. The level of govern- 
ment spending in many less developed countries is comparatively moderate 
but this reflects the low level of per capita output in these countries as much as 
anything else. International comparisons have to be made in a guarded fashion 
but it appears that Canadian governments do not spend a disproportionately 
large part of GNP judging by the experience of many other industrially 
advanced countries. 

The growth of public expenditures has not been attributable solely 
to increased expenditures by any one level of government. All levels of 
governments have increased their spending as can be seen from Table 19-6. 
These government expenditures are measured in current dollars, and account 
for a slightly higher proportion of GNE than when measured in constant 
(1957) dollars; 32.1 compared with 31.9 per cent of GNE. But from 1949 
to 1961, the Federal Government accounted ultimately for a smaller propor- 
tion of total expenditures (49.8 per cent); the provincial governments ac- 
counted for approximately the same percentage (24.5 per cent). While the 
municipal governments accounted for an increasing share (25.7 per cent). 
By 1961, the level of Federal Government spending was the equivalent of 
16.0 per cent of GNP; provincial expenditures the equivalent of 7.9 per cent 
and municipal expenditures, the equivalent of 8.2 per cent. The more rapid 
rate of growth of provincial and municipal expenditures reflects the changing 
demand for collective goods and investment in human capital associated with 





* United Nations, Report on the World Social Situation, Department of Economics and 
Social Affairs, New York: The Organization, 1961, Table 3, p. 71. 
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the automobile, urbanization and rising living, educational and health 
standards. Since these functions have traditionally been the responsibility 
of provincial and municipal governments, and as these governments can 
provide and administer these services more readily than the Federal Govern- 
ment in the vast area that is Canada, it is the spending of these governments 
that has been rising the most rapidly in the post-war period. 


TABLE 19-6 TOTAL GOVERNMENT EXPENDITURES BY LEVELS OF 
GOVERNMENT, CANADA, 1949, 1955 and 1961* 





Item 1949 1955 1961 


I. IN MILLIONS OF DOLLARS 


PPR CCH pte sera. ot uh yak aga dadeunslospaden 1,987 4,311 5,993 
By ea ONION esha ss sa AE Svdasosawosasniecirescaonnns 928 1,413 2,950 
Coe MOET LS eee ee 809 1,556 3,088 
TOTAL EXPENDITURES ccckicccecicss 3,724 7,280 12,031 
II. AS PER CENT OF TOTAL EXPENDITURE 
TSEC SC em ive nr ERI Re Aan Ee — 53.4 Soe 49.8 
PM OCR CT ON Vo ans icc ahe tease mee eh cA dec texs vdobeadetioins 24.9 19.4 24.5 
RO ANIC OAD ya an redo ecto stance soest cones enmener couse yarden: P| lee 21.4 Der. 
TOTAL EXPENDIT UR Eo veccccdoccdsssosssccs 100.0 100.0 100.0 
Ill. As PER CENT OF GROSS NATIONAL PRODUCT 
PME COLOR ANS Te eres teen ie Ree, Br ant 7, a oe 12,1 1538 16.0 
1B cn ETOCS SITE) a an one ce a oe A Sa7 552 7.9 
INA CTADS, 255 hee hance ates cancscnniinavianaumnerssceercagorens 4.9 5.7 8.2 
TOTAL EXPENDITURE..........s:cc0s00000s- 2238 26.8 32k 





*Excludes intergovernmental transfers. 

+Excludes transfers to provinces and municipalities. 
tExcludes transfers to municipalities. 

aExcludes transfers to provinces. 


Sourcge: Hanson, E. J., Public Finance Aspects of Health Services, a study prepared 
for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Appendix A, 
Table A-4. 
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In our recommendations relating to the financing of health care serv- 
ices we have suggested that additional programmes be financed from 
public funds.1 In order to relate the cost of these programmes to total govern- 


1See Chapter 2, Recommendation 1. 
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ment spending in the future we have prepared an estimate of future govern- 
ment spending which we now present. The basis for these projections is 
to be found in two studies prepared for us and here we present a brief sum- 
mary of the trends.* 

Bearing in mind the limitations on any projection of spending, 
particularly government spending where the policies adopted by the next 
generation will influence future expenditures, we can still indicate what 
is likely to be the pattern of total government spending over the next decade 
and even over the next thirty years. | 

Projections relating to the growth of government spending in Canada 
have been made in the past and the assumption that has characterized these 
estimates has been that government spending would increase as national 
income rose but that as a proportion of national income, government 
spending would change but little? To the present, these projections have 
not been realized and government expenditures have expanded more rapidly 
than income, although it may well be that things will have changed by the 
forecast date. In projecting future government spending we believe that it 
will continue to rise, and even rise more rapidly than income for some time 
in the future as both direct spending and transfer payments continue to grow. 

The increased income that we project for the future will both permit 
and lead to an increased demand for more direct spending by governments as 
a consequence of the continued high level of demand for those goods and 
services that traditionally have been supplied by governments and for those 
which have been provided by governments in recent years. The projected 
growth of population in urban areas and expansion of such developments as 
research will generate an increased amount of spending for the employment 
of professional workers by government department and agencies; the con- 
struction and maintenance of more streets, roads and highways; the further 
expansion of elementary and secondary education, technical and vocational 
training; the continued development of municipal water and sewage disposal 
systems; increased government activities in the area of resource and industrial 
development, recreation areas, along with the expansion of publicly operated 
health facilities such as hospitals or public health clinics. 

Recognizing that direct government expenditures will grow more 
rapidly than income, the question still remains how long will this trend 
continue? 

Here we wish to point out that the trend projected is linked directly 
to our projection of total output and support the growth of demand needed 


* Brown, T. M., op. cit., and Hanson, E. J., Public Finance Aspects of Health Services, 
a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 

? Royal Commission on Canada’s Economic Prospects, op. cit., Table 17-1; and Caves, | 
Richard E., Holton, R. H., The Canadian Economy, Prospect and Retrospect, Harvard Uni- 
versity Press, Cambridge, Mass., 1959, Chapter 9. 
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to maintain a relatively high level of employment and income. On the other 
hand they are consistent with the historical division of responsibilities between 
individuals and governments and among different levels of government in 
our federally constituted nation. In this sense we have made our projections 
on the assumption that those functions now being performed by various levels 
of governments will generally continue to be performed by these governments 
in the future and those functions now performed by individuals, business or 
non-profit corporations will continue to be performed by them in the future. 
This means, for example, that education at the elementary level will continue 
to be the responsibility of local authorities while education at the university 
level will be the responsibility of non-profit corporations and therefore 
classed predominantly as a non-government direct expenditure. The pro- 
vision of hospital care in federal hospitals or provincial mental hospitals will 
be the responsibility of governments but the provision of hospital care in most 
general hospitals will be the responsibility of non-profit private corporations 
and therefore would be a non-government expenditure. The provision of 
funds for the finance of private spending may, in some cases, be the respon- 
sibility of public authorities; as is the case for general hospital care and 
some higher education. These expenditures by government are not direct 
outlays but transfer payments and are so described below. 

But having said this it is still necessary to estimate at what point the 
growth rate of direct government spending will level off in the future. We 
have projected that defence spending will grow at a somewhat slower rate 
than in the post-war period since we have projected a constant proportion of 
GNE, four per cent. In view of the developments that may occur in the area of 
international relations, this may turn out to be too high and the trend rate of 
growth of spending on defence decline even further. If this were to be so 
the provision of health, educational and other facilities would be facilitated 
but in this area the future is uncertain. As can be seen from Table 19-1 we 
have projected that both public investment and public consumption will 
increase. Public investment as a percentage of GNP, is projected to rise from 
4.8 per cent in 1961 to 5.7 per cent in 1966, to 6.1 per cent in 1971 and to 
reach 8.0 per cent by 1991. Public consumption, that is outlays on the serv- 
ices of police, firemen, teachers and other government employees along with 
other current expenditures, is projected to rise from 10.1 per cent in 1961 to 
10.4 per cent in 1966, 11.0 per cent in 1971 and 13.1 per cent in 1991. By 
1971, as shown in Table 19-7, direct government spending of all kinds, 
excluding defence, is projected to rise from 14.9 per cent of GNP to 17.1, an 
increase of 2.2 percentage points over ten years. By 1991, if the trends pro- 
jected were to be maintained the increase would be 6.2 percentage points 
(3.2 per cent for investment spending and 3.0 per cent for other direct spend- 

ing) and total direct spending would account for 21.1 per cent of GNP. 


7456351 
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Including defence spending, the projected increase in the period 1961-91 is 
from 19.1 per cent to 25.1 per cent.? 

The projection of direct government spending in real terms appears 
in Table 19-7 where projected expenditures are related to a GNP that grows 
at a rate consistent with a level of unemployment of four per cent and the 
growth of average labour productivity of 2.75, as well as to a GNP that grows 
at a lower trend rate consistent with a level of unemployment of five per 
cent and a rate of growth of average labour productivity of 2.25 per cent a 
year. With a high projection of GNP, government expenditures in real terms 
are projected to increase from $6.6 billion in 1961 to $9 billion in 1966, 
$11.8 billion in 1971 and to reach $33.3 billion by 1991. Excluding defence 
spending, the amounts are $5.2 billion, $7.2 billion, $9.6 billion and $28 
billion respectively. Using the lower projection of GNP, estimated government 
spending is projected to rise to $8.7 billion in 1966, $11.3 billion in 1971, 
and to $28.4 billion in 1991. Excluding defence spending, the figures are 
$7 billion, $9 billion and $23.9 billion. 

Recognizing that this is not the equivalent of the amount of taxes 
raised by governments since governments also collect funds to finance trans- 
fer payments, per capita government expenditures are projected to rise 
from $362 per person in 1961 to $524 in 1971 and to $948 in 1991 in 
constant (1957) dollars; excluding defence spending the amount in 1961 
would be $283, in 1971 it would be $425 and in 1991 it would be $797. 
With the lower projection of GNP, per capita expenditures, including defence, 
are projected to rise to $499 in 1971 and to $810 in 1991. Excluding defence 
the amounts would be $400 and $681. 

Projecting current trends in government direct spending indicates 
that, excluding defence spending, these outlays will rise by $142 per person 
over the decade 1961-71. This is an increase of 50 per cent but it is not out 
of line with the trend rates of growth in the post-war period. During these 
years direct spending increased at an annual average rate of about 8 per cent 
compared with the rate of less than 6 per cent that is projected here. What will 
happen over the thirty years 1961-91 is much more uncertain. Although 
public investment must continue to increase to provide schools, roads, hospi- 
tals, airports and other social capital, it may well be that the expansion of 
private investment will be sufficiently high as to permit a slower rate of 
growth of public investment. Again a redefinition of public and private respon- 
sibilities might shift some spending from the public to the private sector 
although it must be emphasized that the expenditures will have to be made by 
one sector or the other if the rate of unemployment is to be kept down. 





1See Table 19-7, footnote +. Revised data for 1962 indicate that real government 
expenditures as a percentage of GNP amounted to 18.7 per cent instead of 19.1 per cent as 
‘indicated above. 
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The rate of growth of government spending could turn down more rapidly 
in the future than is apparent from current trends. In any case, despite the 
sizeable increase in per capita government expenditures, the projections still 
allow for a substantial increase in real terms in private expenditures per per- 
son.! Under the high projection of GNP real per capita private expenditures 
are projected to rise from $1,531 to $2,829 while with the lower projection 
the estimated amount is $2,418—three times the per capita expenditures, by 
governments. A high and rising real per capita income thus permits not only 
a sizeable expansion of government spending but also a rapid increase in 
private spending. 


GOVERNMENT EXPENDITURES ON TRANSFER PAYMENTS 
AND SUBSIDIES 


The projected trends in transfer payments are, like government 
expenditures on goods and services, based upon past trends taking into 
account such developments as the projected growth and age distribution of 
the population along with the additional outlays arising from our recommenda- 
tions regarding new public health programmes.” Thus the size of transfer 
payments will depend on the cost of a children’s dental care programme, 
expenditures for medical care and other programmes where individuals or 
non-profit organizations are paid for health services through some govern- 
ment or quasi-government agency; the number of people over 65 and eligible 
for old age assistance or old age pensions; the number of children receiving 
family allowances; the number of blind and disabled and the number of 
young people being educated in universities. In addition, the trend rate of 
growth in such payments will be influenced by the number of war veterans 
surviving; the number of unemployed in receipt of unemployment insurance 
or direct relief; the prosperity of the agricultural regions and other regional 
industries; the number of recipients of workmen’s compensation and the size 
of government debt. Finally, the rate of growth will be influenced by the cost 
of providing hospital care in hospitals not operated by the federal or pro- 
vincial governments; by the cost of providing university education; the policy 
of the community with respect to the level of benefits provided under the 
various income-maintenance programmes or old age security and the interest 
rate applicable to the public debt. 


1 Private expenditures per person include private consumption spending and _ private 
investment spending. 

2 Projected health expenditures financed by governments thus appear in two categories 
of projected total government spending; government expenditures and transfer payments. 
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Clearly with so many factors to be taken into account, particularly 
policy decisions, the projection of outlays by governments for transfer pay- 
ments and subsidies, can only be tentative in nature. The current trends when 
projected into the future can indicate the “most likely” course of events over 
the decade 1961-71 but may not be a reliable guide to the level of transfer 
payments in 1991. This is particularly so since the amount of transfer pay- 
ments has been rising rapidly in recent years. There seems to be no doubt, 
in view of the importance Canadians now attach to investment in human 
capital, that transfer payments to finance the purchase of health and educa- 
tion will continue to grow as will the participation of governments in the 
provision of prepaid retirement insurance. The point at which the growth 
of transfer payments will level off is still uncertain but we have projected a 
reduced rate of growth after 1976. 

On the basis of current trends in spending and population growth, 
projected government expenditures on transfer payments and subsidies are 
set out in Table 19-8. With a high projection of GNP, total expenditures 


TABLE 19-8 PROJECTED GOVERNMENT EXPENDITURES ON TRANSFER 
PAYMENTS AND SUBSIDIES, SELECTED YEARS, CANADA, 1961-1991, 
CONSTANT (1957) DOLLARS 





High Projection of GNP* Low Projection of GNPT 
Year Total Per Capita Per- Total Per Capita Per- 
Expendi- | Expendi- | centage | Expendi- | Expendi- | centage 
tures tures of GNP tures tures of GNP 
$ $ 5 5 
*000,000 °000,000 
SONS a ee ene 4,407 242 12.8 4,407 242 12.8 
| OO ee 6,243 319 13.9 6,246 - 308 14.4 
MOM ee net. Lia. 8,421 373 15.0 8,201 363 15.5 
MO ee ioecsiinein ane 10,946 448 i ews 10,388 412 16.2 
|RSS he a a 13,768 503 16.0 12,744 451 16.5 
SO ee oe tesnhscnsl ba 17,143 560 16.1 15,484 491 16.6 
OST ee eee 21,745 638 16.4 19 ASS 546 16.9 





*Based on an average rate of unemployment of four per cent and an average labour produc- 
tivity of 2.75. 

+Based on an average rate of unemployment of five per cent and an average labour produc- 
tivity of 2.25. The higher level of transfer payments compared to GNP is a consequence of the 
higher unemployment insurance benefits associated with the higher level of unemployment. 

t Dominion Bureau of Statistics, National Accounts, Income and Expenditure, 1962, 
Ottawa: Queen’s Printer, 1963, present revised data for 1961. On the basis of these data it 
is estimated that transfer payments and subsidies amounted to $4,550 million or 13 per cent 
of GNP. 

Source: Hanson, E. J., Public Finance Aspects of Health Services, a study prepared for 


the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. Appendix F, 
Tables F-1 and F-2. 
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measured in constant (1957) dollars are projected to rise from $4.4 billion 
in 1961 to $6.2 billion in 1966, $8.4 billion in 1971 and to $21.7 billion 
in 1991. With a low projection of GNP, expenditures are projected to reach 
$6.2 billion in 1966, $8.2 billion in 1971 and $19.1 billion in 1991. Per 
capita transfer payments and subsidies are projected to rise from $242 in 
1961 to $373 in 1971, an increase of about 35 per cent over the decade. 
By 1991, the projected amount is $638. With a lower projection of GNP, 
the increase between 1961 and 1971 is $121 and by 1991, projected per 
capita spending is $546. | 

As a percentage of GNP, the main increase is projected to take place 
between 1961 and 1971 as this percentage rises from 12.8 per cent to 
15 per cent.t By 1991, projected outlays account for 16.4 per cent of GNP. 
With a lower projection of GNP, expenditures are projected to account for 
15.5 per cent of GNP by 1971 and to rise to 16.9 per cent by 1991.2 


PROJECTED TOTAL GOVERNMENT EXPENDITURES 


Total government spending in real terms—including defence spend- 
ing and assuming a high projection of GNP—is estimated to rise from 31.9 
per cent of GNP in 1961 to 34.0 per cent in 1966, 36.1 per cent in 1971 
and to 41.5 per cent in 1991. In Table 19-9 total spending is projected to 
rise from $11 billion in 1961 to $15.3 billion in 1966, $20.3 billion in 
1971 and $55 billion in 1991. In per person terms, the increase is from 
$604 to $764, $909 and $1,586 respectively. Assuming a lower projection 
of GNP, government expenditures are projected to rise to 34.5 per cent in 
1966, 36.6 per cent in 1971 and 42 per cent in 1991. Total spending would 
rise to $15 billion in 1966, $19.5 billion in 1971 and $47.6 billion in 1991, 
while per capita spending would be $738 in 1966, $862 in 1971 and $1,356 
in 1991. 

The projected distribution of total government spending by level of 
government is illustrated in Table 19-10. In 1961 Federal Government 
expenditures were estimated to be the equivalent of 16.1 per cent of GNP; 
provincial and municipal government expenditures to be 15.8 per cent. The 
trends that we have projected imply a continued growth in those areas where 
expenditures are made by provincial and municipal government and little 





1See Table 19-8, footnote +. Revised data for 1961 indicate that real government 
expenditures on transfer payments and subsidies amounted to $4,550 million in that year or | 
about 13 per cent of GNP. 

2 With higher rates of unemployment, unemployment insurance payments also rise and 
therefore transfer payments. 
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TABLE 19-9 PROJECTED TOTAL GOVERNMENT EXPENDITURES BY 
CATEGORY OF EXPENDITURES, SELECTED YEARS, CANADA, 
1961-1991*, CONSTANT (1957) DOLLARS 


Including Defence Expenditures 


High Projection of GNP Low Projection of GNP 
Year eo 
Total Per Capita Per- Total Per Capita Per- 
Expendi- | Expendi- | centage | Expendi- | Expendi- | centage 
tures tures of GNP tures tures of GNP 
$ $ $ $ 
000,000 000,000 
eke Sivses esiacie: 11,015 604 31.9 11,015 604 31.9 
TS ee ee ener S271 764 34.0 14,965 738 34.5 
Me atin ewihch is eiieaee nos aS 20,267 897 36.1 19,464 862 36.6 
BOR a. cigs vsevesto cles: 26,354 1,059 37.8 24,560 974 38.3 
SS EG aa a 33,645 1,207 39.1 30,587 1,083 39.6 
BO Haris Maite te wait 42,804 1,373 40.2 37,963 1,204 40.7 
EIU Aer eS teccstnncsatnent 55,026 1,586 41.5 47,605 1,356 42.0 
Excluding Defence Expenditures 
“US a ee 9,563 524 Dit 9,563 524 217 
MBO he Foc Syocteabedelncts ns 13,474 675 30.0 13,230 653 30.5 
ee ence tks oceans 18,021 798 Cae | 17,348 763 32.6 
NOR os a cicedawinet ints: 23,565 948 33.8 21,995 872 34.3 
Be See ee cataete ro. carcaaehaars 30, 203 1,185 35.4 27,497 974 35.6 
Oe ee thecal’ 38,545 1,238 36.2 34,232 1,086 36./ 
ee he cieschis: 49 , 722 1,435 3735 43,071 227 38.0 


*Includes expenditures on goods and services and transfer payments, and subsidies. Excludes 
transfers between levels of governments. 

+Expenditures based on the revised data for 1961, as shown in Dominion Bureau of Statistics, 
National Accounts, Income and Expenditure, 1962, Ottawa: Queen’s Printer, 1963. 


Source: Based on Tables 19-7 and 19-8. 


change in the rate of growth of federal spending.* Thus assuming a high 
rate of growth of GNP, by 1971 the projected level of provincial and munic- 
ipal government spending as a percentage of GNP amounts to 20.3 per cent, 
while the projected level of spending by the Federal Government is 15.8 per 
cent. The former increases by 4.5 percentage points, the latter declines by 
0.3 percentage points. By 1991, the Federal Government is projected to 
account for only 16.6 per cent of government spending, while provincial and 
municipal governments together account for almost 25 per cent. A slower 
rate of economic growth would increase slightly projected spending at all 


1This does not mean that the revenue requirements of different levels of government 
' will not change since transfers of revenue take place between governments. See Chapter 21. 
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TABLE 19-10 PROJECTED DISTRIBUTION OF TOTAL GOVERNMENT 
EXPENDITURES, BY LEVEL OF GOVERNMENT, CANADA, 
SELECTED YEARS, 1961-1991* 


(percentages of GNP) 

















Provincial Provincial 

Federal and All Federal and All 

Year Govern- | Municipal | Govern- | Govern- | Municipal | Govern- 

mentt Govern- mentsT mentt Govern- mentst 

ments mentst 

196 lee ee ere 16.1 15.8 3159 16a i eyate 3139 
[D667 See eet 15.6 18.4 34.0 1579 18.6 34.5 
LO eae eee re 15.8 20.3 36al 16.1 20.5 36.6 
1D 16 ere ee ree, 16; 1 PAE Bie 16.4 PALES, 3823 
LOS leer oa eee es 16.2 22.9 Cee oe ahs 2351 39.6 
1986 Set te eee ee 16.4 2378 40.2 16.7 24.0 40.7 
199 1 Meare ee sete 16.6 24.9 41.5 16.9 25m 42.0 








er 


*It should be noted that expenditures by level of government do not necessarily indicate 
that the particular level of government raised the revenues to finance such expenditures since trans- 
fers of revenue between level of governments take place. 

tBased on a high projection of GNP. 

{Based on a low projection of GNP. 


Source: Table 19-9 and Hanson, E. J., Public Finance Aspects of Health Services, a 
study prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
Appendix F, Table F-2. 


levels of government because of the increased amount of unemployment in- 
surance and other welfare payments associated with a lower rate of growth 
of output. 


CONCLUSION 


We have examined the general trends in government spending and we 
have recognized that changes in the economic, political and social structure 
of Canada, as well as for most other nations, have been associated with, and 
continue to be associated with increasing government expenditures. These 
trends we believe will continue into the future. Quite apart from any other 
factors that might tend to increase the relative importance of government 
programmes, the projected growth of population in Canada suggests that the 
public sector will account for a somewhat larger share of GNP in the future. 
The rapid rate of growth of population in those areas that provide a high 
level of educational and health services also support this belief. Schools, 
roads, highways, hospitals have to be provided by some organizations. The 
increasing complexity of public programmes, the advanced technical and 
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scientific research associated with government activities all seem to indicate 
continued rising expenditure trends in this sector as will the tendency to 
substitute public health insurance programmes for private health insurance.* 

It is sometimes said that the public sector is a burden upon the whole 
economy. It is undoubtedly true that given full employment of resources, 
the provision of public services utilizes factors of production which would 
otherwise be used to produce private goods. If there is unemployment, how- 
ever, expansion of the public sector does not imply a reduction of output of 
private goods. Instead it will produce an increase in the total Gross National 
Product until “full employment” is reached. The resulting pattern of output 
then comes to consist of the same level of output of private goods but a 
higher level of collective goods and services than before. There are complica- 
tions in that the new pattern of resource use induces changes in private 
_ consumption and investment, depending on the methods of financing used. 
But the basic proposition remains: if there are unused resources output will 
be increased if the government puts them to work, and thus there is no 
_ burden on the economy. Even in a situation where there are very little un- 

used resources in the economy, that is where the level of unemployment might 
be reduced say to two per cent, public spending can continue to increase 
absolutely, since with the growth of total output, both private and public 
output can increase over time. Indeed, certain public services are required 
to permit a high level of over-all economic growth; an appropriate balance 
between private and public goods is a requirement of economic progress. 

The expansion of government expenditures indicated here is a con- 
comitant of the process of economic development and its attendant urbaniza- 
tion. Government in a predominantly agricultural or extractive type of 
economy need not be large; it can be simple and small. When people come 
to live under high-density conditions and in a highly specialized technolog- 
ically advanced economy the degree of interdependence increases materially. 
The result is the requirement for a large and complex variety of government 
services. The high and rising incomes which such a society produces makes 
the provision of these services possible. 

We do not say that governments should spend, or will necessarily 
spend, the proportion of GNP that we have projected. It may well be that 
public preferences will be such as to reduce both direct government spending 
and transfer payments below the level projected here for 1991. But no 
matter how it is done, increased expenditures on health, education, roads, 
public utilities, etc., will have to be made and to describe many of these 
government expenditures as welfare payments is to invite an argument over 


+See Robertson, Ronald and Brydon, Marion H., “Government Expenditures—A Look 
at 1965”—Canadian Tax Journal, Vol. IX, No. 6, November-December, 1961, pp. 418, ff., 
where it is estimated that total government expenditures in 1965 could range between 32 
per cent and 36 per cent of GNP. 
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semantics. What we do say is that increasing outlays by governments in the 
area of health services is not an isolated phenomenon, that it is part of 
a general tendency to expand public services and that it can favourably 
influence the course of the economy and improve the level of the individual’s 
well-being. 

We have outlined in this chapter the course of economic expansion 
we anticipate in Canada for the period 1961 to 1991. Over these 30 years, 
we expect the following increases: 


1. Population, from 18.2 million to 35.1 million, up by 93 per cent. 


2. Labour force, from 6.5 million to 13.1 million, up by 101 per cent. 
3. Employment, from 6.1 million to 12.6 million, up by 108 per cent. 
4 


Gross National Product in real terms,! from $34.5 billion to a 
range between $113 billion? and $133 billion®, or up between 228 
per cent and 284 per cent. 

Over the same period we expect the following reductions: 


1. The average number of hours worked per week, from 41.5 to 33.91, 
down by 18 per cent. 


2. The ratio of persons unemployed to labour force, from 7.2 per cent 
down to between 4 and 5 per cent. 


We believe that the expansion of the Canadian economy which we 
envisage over the next 30 years is fully realizable with competent private 
and public management of our affairs and the determined pursuit of sensible 
and practical economic policies supported by all the major groups in our 
country. 

We conclude that Canada’s future economic growth is of such an 
order, even under conservative assumptions, that this country can implement 
the health care programme recommended in this Report as soon as appro- 
priate personnel, financial and organizational arrangements have been worked 
out. The expenditures involved in an expanded health care programme over 
the next 30 years are set out in Chapter 20 and methods of financing in 
Chapter 21. 


1Valued in 1957 dollars. 

? Based on the assumption of 5 per cent of the labour force unemployed and an annual 
average increase in productivity of 2.25 per cent. 

* Based on the assumption of 4 per cent of the labour force unemployed and an annual 
average increase in productivity of 2.75 per cent. 


20 


Projected Health Expenditure, 1961-1991 


In view of the projected long-term growth of the Canadian population and 
per capita incomes there can be no doubt that the total amount Canadians 
will spend on health will continue to increase in the future as it has done in 
the past. To obtain an indication of what Canadians might be spending on 
health care over the next three decades, we present in this chapter projec- 
tions of health expenditures based on an extrapolation of the trends in health 
expenditures that have developed in the past and that have been outlined 
in Chapter 11, combined with a judgment about future trends.1 

We have pointed out the limitations of such projections in Chapter 19. 
Here we wish to emphasize that our estimates of future spending, while they 
take into account the consequences of an expansion of public programmes, 
assume that there will be no sudden great changes in the demand for health 
services; that scientific advances in medicine, while continuing, will contribute 
to a gradual extension of the life span but not produce a drastic change and 
major catastrophies will not occur which would take lives by the millions. 
Such drastic changes would alter the basis for the projection presented here. 
Providing such events do not take place, the trend lines that we have pro- 
jected into the future—and adjusted where we have felt the trend will slowly 
change—can provide a basis for an examination of policy that itself must 
be reviewed and revised periodically as the future unfolds itself. 

We require two estimates of future health expenditures. The first 
is necessary to give us an indication of the health resources and health 
capital required to provide the health services which Canadians may demand 
over the period 1961-1991 assuming proposals for changes in the health 
care programmes such as we recommend are accepted; and what it would 
cost in real terms to provide these services. This estimate can then be 


11t bears emphasis that these projections are an indication of what Canadians might be 
spending on health care and they do not represent an attempt to forecast what Canadians will 
be spending on health care. The latter would be a forecast and would require a considerable 
amount of additional data, not available at present, including information on the relationship 
between health expenditures and such socio-economic variables as family size, family income, 
age and occupation of family head, urban and rural residence, level of education and extent of 
health insurance coverage. 
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related to the productive capability of the Canadian economy and we arrive 
at the proportion of Gross National Expenditure devoted to health services. 
We require this ratio, or a range of such ratios, to examine the relative 
importance and the economic implications of growing health services in 
an expanding Canadian economy. 

The second estimate required is an indication of what it actually 
would cost Canadians in current dollar terms to pay for health services over 
the decade 1961-1971. Here we want to make the distinction between what 
it would cost Canadians to pay for health services assuming proposals for 
changes in the health care programme such as we recommend are accepted 
and assuming that these changes are not made. This will give us an indica- 
tion of the difference in cost between a programme of comprehensive health 
services and health expenditures that will be made by Canadians in any 
event on the basis of institutional arrangements as they now exist. 

We present, therefore, two projections of health expenditures. The 
first relates to the period 1961-1991 and estimates the level of output of 
health services and health capital, health expenditures measured in constant 
(1957) dollars, for a number of years within this period. The second pro- 
jection relates to the period 1961-1971 and estimates the amount of money 
that actually may be spent, health expenditures in current dollars, in the 
years 1966 and 1971. 


PROJECTION OF OUTPUT OF HEALTH SERVICES AND 
HEALTH CAPITAL, 1961-1991 


In projecting the possible output of health services and health capital, 
the method adopted has been to apply the population projection described 
in Chapter 4 to an estimate of per capita expenditures in constant (1957) 
dollars over the period 1961 to 1991. 

Since the population of Canada is expected to rise from 18.2 million 
in 1961 to 35.1 million in 1991, the level of total real spending, assuming 
no change in the price level of health services and health capital, will 
depend on the projected growth of per capita real spending and it is to 
this that we now turn our attention. 


Per Capita Spending on Health Services in Constant (1957) Dollars 


The trend rate of growth of projected per capita real spending will 
depend on what is considered to be a health expenditure. Here, as in 
Chapter 11, we have included expenditures on all personal health services, 
prescribed drugs, general and public health services, and the construction 
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of hospitals, medical, dental and nursing schools along with other public 
health capital. Included also are grants-in-aid of health education and 
health research but expenditures on non-prescribed drugs and pharma- 
ceuticals are excluded. 

We have examined the historical trend rate of growth of per capita 
real spending on most of these items in Chapter 11 and it is on these trend 
rates that our projections are based. For the items health education, health 
research and medical and dental schools, the historical data were insufficient 
to calculate a trend rate of growth in spending. To some extent these expendi- 
tures have been included in projected public health expenditures, while the 
total outlay in 1961 not included is unlikely to have exceeded $20 million. 
We have assumed therefore that our projected expenditures for personal 
health services, public health and health capital are sufficiently large to include 
the projected growth of expenditures on health research and education along 
with the construction of medical and dental schools implicit in our 
recommendations. 

In examining the past rate of growth of per capita real spending 
we have pointed out that there are marked differences in the trend rates 
when we compare the period 1926-1961 with the post-war period 1945- 
1961. As can be seen from Tables 11-18 and 11-19, the average annual 
increase in per capita real spending for the period 1926-1961 was 2.2 
per cent a year while for the post-war period it amounted to 3.9 per cent.” 
Which of these trend rates will be characteristic of the future it is not easy 
to say. But our examination of the historical evidence leads us to believe 
that the trend rate of the future will lie somewhere between these two 
extremes and our “most likely” projection of the trend rate of growth 
for the period 1961-1991 is 3.0 per cent. We have, however, estimated 
what total health expenditures would be assuming a high and low projection 
of per capita real spending and the results appear in Table 20-1. 

While the Canadian consumer of health services has something in 
common with the consumer of a generation ago, in recent years many factors 
have combined to produce a rapid increase in the level of per capita 
spending. These factors have been described in detail in Chapter 11, 
particularly the impact of rising real disposable income that permitted 
increased spending on health without reducing spending on other goods 
and services, and the scientific and technical revolution in the health industry 
along with the growth of public and private hospital and medical insurance 


1See footnote 1, Chapter 11, p. 455. The projected expenditures in constant (1957) 
dollars for 1971, as a proportion of GNE are within 0.1 percentage points of projected 
expenditures in current dollars, including research and education. This is almost the same 
relationship that existed in 1961. 

2For the period 1926-1961, expenditures include only personal health services. For the 
period 1945-1961 they include expenditures on prescribed drugs, government health services and 
hospital capital. 
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programmes that led consumers to spend a larger share of their growing 
real income on health services, rather than some other commodity. The 
existence of a large number of people in the community who did not, in 
the past, obtain the quantity and variety of health services that they felt 
they needed has meant that as incomes have risen need was translated into 
demand. Thus in the period before 1945 real per capita consumption of 
personal health services rose at a trend rate of less than one per cent a 
year compared to 3.9 per cent in the post-war period. Moreover, we have 
seen that it has been possible to expand the supply of health services to 
meet the growing needs of Canadians and to permit Canadians to achieve 
not only the level of consumption that they appear to have attained before 
the great depression, but greatly to surpass it; and this despite a doubling of 
the population. 

In the light of these facts to use the long-term trend of the period 
1926-1961, including as it does the period of depression and the dislocation 
of a major war, as a basis for projections would tend to underestimate the 
future trend rate of growth of health expenditures. 

7 An alternative projection, based upon the post-war trend in expendi- 
tures runs the opposite risk of significantly over-estimating the trend rate of 
growth of future spending. Again, as we have examined the post-war trend 
in spending, we have concluded that part of the rapid increase has been the 
consequence of the re-establishment of a pattern of spending that existed 
before 1929: what we have described as a “catching-up”’ process that has 
operated in the area of services generally, and health services in particular. 
In such circumstances a high current level of spending may merely represent 
a temporary deviation from the long-term trend, not an indication that the 
long-term trend has permanently moved to a much higher level. 

Our judgment in this matter has been influenced by what has hap- 
pened in the post-war period. The evidence suggests that the trend rate of 
growth of health spending might have slowed by the late nineteen fifties, 
on the completion of the “catching-up” process, if it had not been for 
the impetus to demand generated at that time by the rapid development of 
public and private hospital and medical care insurance programmes, the 
substantial increase in the provision of mental hospital care along with the 
more general growth of social security payments. As these programmes came 
into operation, Canadians with low incomes found it possible to obtain the 
additional health services they needed. Many other Canadians were able to 
obtain the health services they desired in the knowledge that the risks of a 
very high outlay could be minimized through health insurance. The develop- 
ment of subsidized health care programmes, either directly as in the case of 
hospital care, or indirectly through a variety of other measures, has also 
influenced the rate of growth of consumption. Such programmes have shifted 
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up the trend rate of growth of spending in the short run. They have led to the 
concentration of the long-term growth of consumption into a comparatively 
short period of time. Without these programmes health expenditures would 
have increased at a slower rate taking a longer period to rise since in part the 
increase depended upon the long-term growth of real personal income. 

We do not, however, envisage that this high rate of growth of per 
capita real spending will persist indefinitely into the future. Without technical 
innovations and major scientific discoveries that create demand for new and 
hitherto unknown health services, there is a limit to the amount of health 
services that Canadians are likely to consume even if there were no financial 
barriers to obtain all health care required. A growth rate of 5.1 per cent a year, 
that characterized the period 1957-1961, and which influenced substantially 
the post-war trend, is unlikely to persist for very long periods since it would 
generate per capita expenditures on health which would be out of line with 
the long-term growth of per capita income and output, as well as the desires 
of consumers to obtain other goods and services and to spend their leisure 
time in other places than physicians’ offices or hospital wards. As we 
emphasized earlier Engel’s law applies to health services as much as it does 
to basic foods. 

In view of our recommendations relating to the expansion of public 
programmes for health care, and in the light of the more detailed projections 
presented later in this chapter for the period 1961-1971, we have projected 
the trend rate of growth of per capita real expenditures on health services, and 
health capital will remain at a high level for the next decade but the rate of 
growth will gradually decline until by 1991 the average annual increase will 
amount to 1.5 per cent a year. Table 20-2 indicates the rates of growth 
projected for each quinquennium. 

Although the public programmes we recommend would not become 
operative on any substantial scale before the second half of the decade, the 
rate of growth of per capita real expenditures is projected to remain at a rela- 
tively high level in this period since the demand for hospital care will continue 
to grow in those provinces that have only recently entered the Hospital Insur- 
ance Programme. With the elimination of some of the back-log of hospital 
care, consequent on the national implementation of the Hospital Insurance 
Programme and the spread of medical and other categories of private health 
insurance to many of the groups that can be most readily insured, it is 
believed, however, that the trend rate of the growth in the period 1961-1966 
will be somewhat lower than in 1957-1961, and is projected at 4 per cent. 
The introduction of public medical, dental and other programmes, such as the 
expansion of health research and grants-in-aid of education and the construc- 
tion of new medical and dental schools as recommended by the Commission, 


1See Chapter 11. 
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TABLE 20-2 ESTIMATED PER CAPITA EXPENDITURES ON HEALTH 
SERVICES AND HEALTH CAPITAL AND PERCENTAGES OF PER 
CAPITA GNE(GNP), ASSUMING DIFFERENT TREND RATES OF 
GROWTH OF GNE, CANADA, SELECTED YEARS, 1957-1991 


Constant (1957) Dollars 


Per cent of Per Capita GNE 


Per Capita GNE Per Capita Spent on Health Services 
Spending on 
Year Projected Projected Kis ane Projected Projected 
Growth Low Growth fae eo Growth Low Growth 
of GNE of GNE Beye Oe of GNE of GNE 
$ $ 

1957 1,921 81.40 4.24 4.24 
1961* 1,920 99.40 5.18 5.18 
1966 213i 120.90 5.46 5.66 
1971 25342 150.05 6.04 6.41 
1976 2,541 178.88 6.47 7.04 
_ 1981 2,734 202.00 6.63 7.39 
1986 2,957 223.00 6.61 7.54 
1991 S229 240.05 6.35 7.43 





*Revised per capita GNP, see footnote b, Table 19-2. 
Source: Based on Tables 19-2 and 20-1. 


would raise the trend rate of growth once again and a 4.5 per cent rate of 
increase is projected for the period 1966 to 1971. 

Limitations on the supply of professional personnel likely would pre- 
vent the complete elimination of the back-log of demand for all health services 
before 1971 and, as a consequence, the rate of growth for the quinquennium 
1971-1976 is projected still to remain at the relatively high level of 3.5 per 
cent. For the remaining quinquennia it is projected that the trend rate of 
growth will be 2.5, 2.0 and 1.5 per cent respectively. | 

The results of these projections are set out in Table 20-1, which 
presents the per capita expenditures on health services and health capital in 
constant (1957) dollars; that is in real terms. The “most likely” projection 
implies that within a period of 30 years, each Canadian, on the average, 
excluding price change, will be spending about $240 compared with about 
$99 in 1961 or an increase of 2.4 times by 1991. This compares with a 
doubling of real expenditures in the 17-year period 1945-1961. This projec- 
tion includes expenditures on health capital and also, as indicated earlier, 
allows for the expansion of health research and education in these years, but 
in general it can be said that the average Canadian will be able to obtain 2.4 
times as much hospital care, medical care, dental services, prescription 

drugs, government and other health services as he did in 1961, though the 
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TABLE 20-3 ESTIMATED CONTRIBUTIONS TO THE GROWTH RATE OF REAL 
EXPENDITURES ON HEALTH SERVICES AND HEALTH CAPITAL, 
CANADA, SELECTED PERIODS, 1926-1991* 








(percentages) 
Rate of 
Rate of Change of vee 
Period Population Real Per + a; 1 
Change Capita E ca di % 
Spending xpenditures 
TOS 71 DG Fee Oe crete rae creme a 2.4 aye Teo 
L9GTETOGOT Sor eee tee Dee 4.0 6.3 
1966 e1 OF Lise ne rent eon ea eee eee een Did 4.5 6.8 
LOT eA OT Ohtereas heh a hone arene Caps 35) 6 
1D OFIO8 Pech ee ee ee ee 3 fo) 4.8 
LOST LOSG ike eee cs ote eee 252 2.0 4.2 
LO SG 199 Lp eee ene to, oe ore aed, as) Bay 
US26=196 07 eee aren eee ee es ino 233 3.7 
Le? he Ce Sa atin Game oy on We meee ee 2.0 3.9 6.6 
LOD [LOOT rei tee. comet eS tae ee RRP: 3.3 a6 
1G eG ee ret Ron car rete rca ee reac ae Dee 3.0 APE: 


*Projection for 1961-1991 is ‘‘most likely’? projection of expenditures on health services 
and capital indicated in Table 20-1 assuming an expansion of public programmes. 

**FExcludes some expenditures on health research and education along with construction 
of medical schools and dental schools. 

Projected. 

ttIncludes only expenditures on personal health services. See Table 11-18. 

aSee Table 11-19. 


SouRCcE: Based on Tables 11-18, 11-19, and 20-1. 


composition of his consumption may be different and no doubt will include 
hospital, medical, and dental services for many illnesses not now generally 
susceptible to treatment, as well as health services which scientific advances 
have not yet brought into being. The very magnitude of this increase indicates 
that to choose the high projection of health spending, that would generate an 
increase to $310 by 1991, as the most likely path of the future, would be to 
over-estimate the demand for health care. Indeed, in view of the high level of 
consumption of hospital services at the present time, and the availability of 
dental and medical care to many groups and in many areas, it may be that 
the trend rate of growth of real per capita expenditures may grow even less 
rapidly after 1971 thus slowing down even further the rate at which real health 
expenditures are projected to grow. 

The low projection of per capita spending which extrapolates the 
trend rate of growth of per capita spending during the period 1926-1961, 
would generate a level of spending in 1991 of $187 per capita, a rate of 
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increase which would lead to expenditures barely doubling over the 30-year 
period. In view of the back-log of current demand, to project such an increase 
might be to under-estimate future demand. 

The differing trend rates of growth can be seen most clearly from 
Figure 20-A. Here the “mostly likely” projection rises more rapidly than either 
the low or the high projection up to the mid-seventies. After that date the 
rate of growth of spending slows down, the trend rate of growth is bent down- 
ward, so that while per capita real expenditures continue to grow, they grow 
somewhat less rapidly than in the high projection, though they still remain 
higher than with the low projection. 


Total Real Spending on Health Services and Health Capital, in Constant 
(1957) Dollars 


Having presented our projections of the population and the estimates 
of real per capita expenditures the projected total expenditures on health 
services and health capital is arrived at by multiplying the projected popula- 
tion for any one year by the projected real per capita spending for that 
year. Table 20-1 presents the estimates of total real spending for the years 
between 1961 and 1991 based on three different projections. By 1966, the 
“most likely” projection indicates that real expenditures will amount to 
$2,454 million compared with $2,438 million under the high projection and 
$2,249 million under the low projection. In 1971, estimated expenditures 
under the “most likely” projection amount to $3,390 million compared with 
$3,282 million under the high projection and $2,794 million under the 
low projection. By 1991, expenditures under the “most likely” projection are 
estimated to be $8,427 million compared to $10,908 million under the 
high projection and $6,574 million under the low projection. 


Health Expenditures as a Percentage of GNE 


The implication of the “most likely” projection of real per capita 
consumption in terms of the proportion of total output or expenditures 
allocated to health services and capital is presented in Table 20-2. The 
estimates are related to the two projections of Gross National Expenditure 
(Gross National Product) developed in Chapter 19, a projection based upon 
an assumption of four per cent unemployment rate and a trend rate of growth 
of average labour productivity of 2.75 per cent and a lower projection based 
upon a five per cent level of unemployment and a projected trend rate of 
growth of average labour productivity of 2.25 per cent a year. Assuming 

that GNE grows at the higher trend rate and health expenditures at the rate 
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set out in the “most likely” projection, the percentage of GNE allocated to 
health is projected to rise from 5.2 per cent in 1961 to 6.3 per cent in 1991. 
In the interim periods the percentage projected for 1966 is 5.5 and for 
1971, 6 per cent; a peak of 6.6 per cent is projected for 1981 but there- 
after, as real income grows more rapidly than real health expenditures, the 
proportion devoted to health slowly declines. 

Since health expenditures have been projected separately, with a 
lower projection of GNE, the proportion allocated to health naturally is 
higher, reaching a peak of 7.5 per cent in 1986 and slowly declining after 
this date. In all likelihood if GNE did grow at a slower rate, the trend rate 
of spending on health services also would be lower and our belief is that 
health expenditures would not rise above seven per cent even under this 
assumption, though the level of per capita consumption would be lower. 
The financial implications of these projections, based as they are on the 
implementation of the programmes that we have recommended, can be sum- 
marized as follows: 











Per Capita Total Percentage 
Year Expenditures Expenditures of GNE 
Coane millions of 
Rie oo Nars @! alee 
USL scenes aeiae AEC AR cele ay ae ene 99.40 1,813 522-52 
TE Aiea Bae ee IR ia Se ee Co an 150.05 3,390 6.0-6.4 
eT Me Ra Me A Re he cs oi at aks 240.05 8,427 6.3-7.4 





In terms of total expenditures, the projection indicates that by 1971, 
total outlays in constant (1957) dollars will have increased by 87 per cent 
from $1,813 to $3,390 million, while over the thirty-year period 1961-1991 
they are projected to rise fivefold to $8,427 million. In per capita terms, 
the increase between 1961 and 1971 is somewhat less, about 50 per cent; 
while between 1961 and 1991 the increase is considerably less, only 2.5 
times. In terms of the proportion of GNE spent on health, the projected 
increase between 1961 and 1971, based on the higher rate of growth of 
GNE, is the equivalent of a percentage increase of about 17 per cent, while 
between 1961 and 1991 it is the equivalent of a percentage increase of the 
order of 25 per cent. Based on the lower rate of growth of GNE, the 
increased proportion of GNE allocated to health would be greater 
but with a slower rate of growth of income it is likely that the proportion 
allocated to health would also grow less rapidly. 
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CURRENT DOLLAR PROJECTIONS OF SPENDING ON 
HEALTH SERVICES AND HEALTH CAPITAL, 
1966 AND 1971 


A projection of the level of spending in current dollars is subject to 
the possibility of error because of the need to allow for variations in the 
prices of such services. We have still thought it desirable to develop a pro- 
jection of health spending in current dollars for the years 1966 and 1971 to 
obtain an indication of the order of magnitude of Canadian spending on 
health services in terms of prices likely to prevail at that time. In so doing, 
our approach has been to project first the current dollar expenditures on 
various health services and health capital, assuming that there is no change 
from the level and content of public programmes as they existed in 1962 for 
the provision of health services and secondly assuming the expansion of public 
programmes for the provision of health services such as we recommend. 

In general, for the major categories of spending such as physicians’ 
services, dentists’ services and hospital care our projections are related to 
the projected supply of health personnel and hospital capital but for other 
categories of spending it has been possible only to project past trends in 
spending, modifying such trends in the light of our judgment of the develop- 
ing situation. In the case of spending on health research, education and 
medical, dental and certain other health capital, as we have indicated above, 
our projection has been based essentially on our judgment of the future 
situation since historical trends provide little guide as to what the future may 
bring. 

Given the data available we have not presented a range of alternative 
levels of spending and in that sense our projections are what we believe to 
be the “most likely” level of spending. We do not, however, state that the 
growth of spending which we have projected for individual health services 
in specific years will, in each and every case, be achieved. It may well be that 
medical expenditures will fall somewhat above our projected figures while 
hospital expenditures could move in the opposite direction. In this case, our 
projected total expenditures could be close to that actually achieved but the 
composition of spending could be somewhat different. In short, expenditures 
could diverge somewhat from the projected figures for individual items but 
it is unlikely that the total level of spending would diverge substantially 
from the projected figures if current trends continue. 





1 Any such divergence is likely to result in a lower level of spending. See the discussion 
of the projected costs of hospital care p. 838. 
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Projected Total Health Expenditures 


The projected total expenditures on health services, capital and other 
health items are presented in Table 20-4. It will be noted that no estimate 
has been presented for expenditures on health research and grants-in-aid of 
education assuming existing public programmes. Again this deficiency arises 
from the limited data available to project any trend and from the significant 
policy changes that have been made in this area in recent years. In view of 
the amounts involved such omissions do not seriously limit the comparability 
of projected expenditures with and without expanded public health pro- 
grammes. But it is necessary always to keep in mind that the financial impli- 
cations of our recommendations tend to overstate the additional costs of 
health care if these latter costs include research and grants-in-aid of educa- 
tion. A similar situation arises with our projection of health capital. Since the 
data available for projecting expenditures on medical and dental school 
construction are limited, our projections assume that construction in these two 
areas, except for capital outlays for a Children’s Dental Programme, would 
be the same whether we assume existing public programmes or an expansion 
of public programmes. This assumption probably overstates the projected 
level of expenditures with existing public programmes so that its effect is to 
cancel out any under-estimate arising from the exclusion of research and 
education expenditures mentioned above. 

On the basis of established public programmes, but excluding health 
research and grants-in-aid of education, expenditures on health care are 

projected to rise from $2,007 million in 1961 to $2,873 million in 1966 
and to $4,015 million in 1971, all measured in current dollars. Assuming 
the expansion of public programmes as outlined later in this chapter, expen- 
ditures are projected to rise to nearly $2,994 million in 1966 and to $4,407 
million in 1971, involving in the latter year an increase of about $392 
million as a consequence of expanded public programmes. If research and 
grants-in-aid of education are included in these amounts, total expenditures 
are projected to rise to $3,051 million in 1966 and $4,481 million in 1971, 
-and the increase in spending as a consequence of expanded public program- 
mes in 1971 amounts to $466 million. 
The trend rate of growth implicit in these projections is somewhat 
lower than has been experienced in the post-war period, but still above 
the long-run trend of 1926-1961. In the post-war period, as we have 
indicated in Table 11-19, the trend rate of growth declined from 16.3 per 
cent a year in the quinquennium 1945-1949, to 10.3 per cent a year in 
the quinquennium 1957-1961. If no expansion of public programmes takes 
place, as shown in Table 20-5, we have projected expenditures to grow at a 
“somewhat slower rate; 7.4 per cent a year for the period 1961-1966, and 
6.9 per cent for the period 1966-1971. Assuming an expansion of public 
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programmes we project that the trend rate of growth in the period 1961- 
1966 will be 8.3 per cent and in 1966-1971, 8.0 per cent. 


TABLE 20-5 ESTIMATED GROWTH RATE OF EXPENDITURES ON HEALTH 
SERVICES AND HEALTH CAPITAL IN CURRENT DOLLARS, WITH 
AND WITHOUT EXPANDED PUBLIC PROGRAMMES, 

CANADA, SELECTED PERIODS, 1957-1971 


(percentages) 
Assuming 
Existing Assuming Expanded Public Programmes 
Public 
Programmes 
Period Rate of 
Growth Rate Rate of Change of Rate of Growth Rate 
of Total Population Real Per Change of of Total 
Spending Change Capita Prices Spending 
Spending 
1957-1961 10.3 2.4 Sl Zt 10.3 
1961-1966 7.4 22 4.0 129 8.3 
1966-1971 6.9 EZ 4.5 Tal 8.0 


Source: Based on Tables 20-3 and 20-4. 


Trends in the Prices of Health Services and Capital 


We have examined already the trend rate of growth of output of 
health services and capital assuming an expanded public programme. 
Table 20-5 also indicates the projected trend rate of growth in the average 
level of prices of health services and capital that is implicit in our pro- 
jections of expenditures in current dollars again assuming an expanded 
public programme. The projected rate of growth of total spending for the 
period 1961-1966 is 8.3 per cent of which 1.9 per cent is attributable to 
the trend rate of increase in prices, compared with 6.3 per cent attributable 
to the growth in population and real per capita expenditures. In the period 
1966-1971 the projected trend rate of increase in price is somewhat lower, 
1.1 per cent a year with 6.8 per cent attributable to increased total real 
spending. 

Such a projection of price trends is in accord with the trend in 
prices of health services that we have described in Chapter 11. Between 
1945-1949 and 1957-1961, the trend rate of growth declined from 7.4 per 
cent to 2.6 per cent and there seems no reason to assume, in view of the 
projected supply of health personnel and health capital, along with tech- 
nical and organizational changes, that this process will not continue over the 
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next decade. What is more uncertain is that the trend rate of a rise in 
prices will increase at an average of only 1.1 per cent in the period 1966- 
1971. In Chapter 11 we described, at some length, the forces of supply 
and demand that have influenced prices in the past. With an expanded public 
programme, where financial barriers to the use of health services may be 
significantly removed, the demand for health care will increase while the 
relatively long period of time needed to produce professional personnel may 
make it difficult to meet this demand at once. In such circumstances, and 
if there were no agreement on a professional fee schedule, prices could 
rise more rapidly than the rate projected here and perhaps continue to 
increase at a rate of two to three per cent to the end of the decade; 
although this would be a high rate in view of the expansion of the supply 
of personnel projected in the late sixties. 

7 Yet even if our projection ultimately under-estimates the upward 
trend in prices this does not mean that we have under-estimated, to any 
significant degree, the upward trend in total health expenditures in current 
dollars. If prices rise rapidly because. the supply of health services fails to 
expand at a sufficiently high rate, the consequence will be that many people 
would be unable to obtain the health services they desire since the personnel 
do not exist to supply them. In such an event the projected trend rate of 
growth of real per capita expenditures described earlier in this chapter 
would not be achieved until the nineteen seventies, and the trend rate of 
growth of expenditures in current dollars down to 1971 would remain rela- 
tively unchanged since a higher trend rate of growth of price increase would 
be offset by a lower trend rate of growth of real per capita consumption. 

As we have already emphasized we do not believe that the supply 
of health resources, existing and anticipated, is insufficient to prevent the 
implementation of the programmes we have recommended over the period 
1966-1971. On the other hand, we are aware that the prices of many health 
services will necessarily rise—both because skilled and professional personnel 
will improve their qualifications and because some scarcities cannot be 
eliminated in a relatively short period of time. What we wish to stress here 
is: Canada is capable of implementing an expanded health care programme 
without major inflationary pressures either in the health sector or in the 
economy as a whole. 


Projected Per Capita Spending 


Our projections of total spending allow for a substantial increase 
in current dollar per capita outlays over the decade. Assuming no expansion 
of public programmes, it is estimated that per capita expenditures on health 
services and health capital, excluding expenditures on research and grants- 
in-aid of education, as indicated in Table 20-4 will rise from $110 in 1961 
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to $142 in 1966 and to $178 in 1971. With an expanded public programme, 
it is estimated that per capita expenditures on health services and capital 
over this period will rise to $147 in 1966 and to $195 in 1971. If expendi- 
tures on research and grants-in-aid of education are included in this latter 
estimate, there is a small increase in total per capita spending to $150 in 
1966 and $198 in 1971. 


Health Expenditures as a Percentage of GNE 


The projection of a trend rate of growth of spending that is declining 
relatively slowly does not necessarily mean that total spending is increasing 
less rapidly than other categories of spending. Assuming no expansion of 
public programmes, the proportion of total output allocated to health does not 
rise significantly since demand is unlikely to rise much more rapidly than 
the growth of income. The projected trend of spending however is still high 
enough to result in the proportion of Gross National Expenditure spent on 
health services and capital rising slightly. As can be seen from Table 20-4, 
assuming that Gross National Expenditure grows at the higher rate projected 
in Chapter 19, expenditures on health services and health capital will increase 
from 5.4 per cent of Gross National Expenditure in 1961 to 5.5 per cent in 
1971, while with a lower rate of growth of Gross National Expenditure, the 
percentage projected for 1971 is 5.8 per cent. 

Assuming an expansion of public programmes, involving a reduction 
of the barriers to consumption, health expenditures excluding expenditures 
on research and grants-in-aid of education are projected to rise only to 5.6 
per cent of GNE in 1966 and to 6 per cent of GNE in 1971—assuming the 
higher rate of growth of GNE. With a lower rate of growth of GNE the per- 
centages projected for 1966 and 1971 are 5.8 and 6.3 respectively. The 
consequences of the expansion of these public programmes then is to increase 
the percentage of GNE allocated to health services and capital in 1971 by 
between 0.6 and 0.9 per cent compared with 1961.1 

When research expenditures and grants-in-aid of education are 
included with health spending, Table 20-4 indicates that, assuming an expan- 
sion of public programmes, the percentage of GNE allocated to health in 1966 
would rise from 5.6 per cent to 5.7 per cent and in 1971 from 6.0 to 6.1 
per cent. 

The major financial implications of these projections are: 


1. Assuming no change in public programmes, and excluding expendi- 
tures for health research and grants-in-aid of education, between 1961 
and 1966 per capita expenditures are projected to rise from $110 to 





*Tf all health research and grants-in-aid of education had been included in the 1961 
estimate, the additional percentage of GNE spent on health would not likely have exceeded 
03 per cent. 
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$142, total expenditures to rise from $2,007 million to $2,873 mil- 
lion, and the percentage of GNE allocated to health care to remain 
unchanged at 5.4 per cent. 

Between 1966 and 1971 per capita expenditures are projected to rise 
to $178, total expenditures to rise to $4,015 million and the percentage 
of GNE allocated to health care to increase to 5.5 per cent. 

If GNE were to grow at a slower rate, in 1966 projected health 
expenditures would account for 5.6 per cent of GNE and for 5.8 per 
cent in 1971. 


2. Assuming the implementation of the programmes recommended here, 
and excluding health research and grants-in-aid of education, between 
1961 and 1966 per capita expenditures are projected to rise from 
$110 to $147, total expenditures to rise from $2,007 million to 
$2,994 million and the percentage of GNE allocated to health care to 
rise from 5.4 per cent to 5.6 per cent. Between 1966 and 1971 per 
capita expenditures are projected to rise to $195, total expenditures 
to rise to $4,407 million and the percentage of GNE allocated to 
health care to increase to 6.0 per cent. 

If GNE were to grow at a slower rate, in 1966 projected health 
expenditures would account for 5.8 per cent of GNE and for 6.3 per 
cent im 1971. 

If health research and grants-in-aid of health education are included 
with projected health expenditures, on the basis of the higher rate of 
growth of GNE, health care expenditures by 1971 would account for 
6.1 per cent of GNE, total expenditures would amount to $4,481 
million and per capita spending amount to $198. 


Three points of major significance emerge from these projections. 
Without any expansion of public programmes, the per capita cost of health 
services and health capital will rise substantially up to 1971, but will increase 
but little as a percentage of GNE. The expansion of public programmes, on 
the other hand, does not lead to sizeable increases in the per capita expen- 
ditures. Excluding expenditures on health research and grants-in-aid of 
education, by 1966, assuming that the programmes were being implemented 
in that year for the first time, the increase would be only $6 per person. 
In 1971, when we anticipate that the programme would be in full operation, 
the difference in per capita expenditures would be of the order of $17. The 
addition of expenditures on health research and grants-in-aid of education 
would not increase these sums by more than $3 per person in either 1966 
or 1971. Finally, if a reasonable rate of growth of GNE is achieved in the 
Canadian economy, the implementation of our recommendations would not 
lead to a substantial increase in the proportion of GNE allocated to health 
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care, as the difference between existing public programmes and expanded 
public programmes by 1971 is of the order of one-half of one per cent of 
GNE. 


PROJECTED COST OF INDIVIDUAL HEALTH SERVICES 
AND OTHER HEALTH ITEMS IN CURRENT DOLLARS, 
1966 AND 1971 


Projected Expenditures on Physicians’ Services 


PROJECTED EXPENDITURES ASSUMING EXISTING 
PUBLIC CARE PROGRAMMES 


Estimated expenditures on physicians’ services have been calculated 
by projecting the number of physicians providing personal health services 
and the average gross income of such physicians. The number of physicians 
that we expect to be practising in Canada in the years 1966 and 1971 has 
been estimated in Chapter 13. Since we are concerned to estimate the 
cost of personal health services, it is necessary, therefore, to eliminate from 
the total number of physicians, that proportion who are engaged in salaried 
practice in hospitals, interns, and physicians employed in education, research 
and administration in business, government, industry or the university, since 
outlays for the services of these professional persons are included in some 
other health expenditure. For example, the expenditures on salaried physi- 
cians employed in hospitals are included with hospital expenditures. An 
examination of the distribution of physicians by type of employment in 1961 
suggests that about 73.5 per cent were employed in providing personal serv- 
ices. We have assumed that this proportion will not change significantly 
over the decade. On this basis it is projected that the number of physicians 
providing personal health services will rise from 15,640 in 1961 to 19,576 
mao] 1 

The projected average gross earnings of physicians providing per- 
sonal health services is based upon the trend rate of growth of average gross 
incomes over the period 1957-1961. In 1957, the average gross income of 
physicians providing personal health services is estimated to have been 
$20,700 and to have risen to $24,500 by 1961.7 The trend rate of growth 
of gross income in this period amounted to 4.2 per cent a year and in 1960- 


1See Table 20-6. 

? Data supplied by Department of National Health and Welfare, Research and Statistics 
Division, May 1963. These estimates have been based on published and unpublished data 
supplied by Taxation Division, Department of National Revenue, from sample aggregations of 
income tax returns. This figure includes some earnings received in the form of wages and — 
salaries by physicians who provide personal health services but it excludes income from 
property or other sources. 
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1961 to 3.8 per cent. In view of this trend, the average gross income of 
physicians, assuming no expansion of public programmes, is projected to 
rise somewhat less rapidly in the future. 

The trend rate of growth for the period 1961-1966 is projected at 
3.4 per cent; for the period 1966-1971 at 2.8 per cent and for the whole 
decade 3 per cent. By 1966, the average gross fee income of physicians is 
projected to be $29,025 and by 1971 to rise to $33,155. This increased 
income is the result of three factors: increased prices for services rendered, 
a greater volume of services rendered, more complex and more skilled care 
provided. This last factor is in turn affected by the continuing trend to 
specialization which will yield rising incomes to medical practitioners but it 
is difficult to isolate that proportion of increased income which is due to this 
development. 

From the point of view of the cost of health services it is the gross 
income of physicians that concerns us. To complete the picture, we require 
information on net income, ie., after deducting expenses to practise 
medicine. On the basis of taxation data it is estimated that expenses as a 
percentage of gross fee income in 1957 amounted to 38.7 while in 1961 the 
percentage was 36.2.1 Assuming that these proportions change as little in 
the future as they did in the recent past we project that expenditures will 
represent 35 per cent of the gross income in 1966 and 1971. Hence the 
average net fee income of physicians would be about $18,850 in 1966 and 
$21,550 in 1971. 

It should be noted that these figures do not include the income of 
physicians from property or other non-practice income. This makes it 
difficult to make comparisons with the projected rate of growth of average 
per capita income which include all labour and property incomes. Another 
factor limiting this comparison is that average per capita income is influ- 
enced by the age-sex structure of the population since average per capita 
income is derived by dividing total income by total population. Although 
the trend rate of growth of physicians’ net professional income, assuming 
no further development of public medical care programmes from those exist- 
ing in 1962, is a little less than that projected for average per capita income, 
this may be offset by the facts mentioned above. In any case a rough adjust- 
ment for family size would indicate that the effect of this lower rate of 
growth is not substantial since average family income, as a percentage of 
physicians’ net fee income, would rise only from about 39 per cent to 42 
per cent. 

On the basis of these estimates as shown in Table 20-6, we project 
expenditures on medical care to rise from $383 million in 1961, assuming 
no expansion of public programmes, to $506 million in 1966 and to $649 





a Tbid. 
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million in 1971. In per capita terms the increases would be from $21.01 to 
$24.91 and $28.72 respectively. This projected trend rate of growth of total 
and per capita spending on physicians’ services is, as can be seen from 
Table 20-7, somewhat less than for the decade 1951-1961. If no comprehen- 
sive public medical programme is introduced, the trend rate of growth of 
total spending is projected at 5.4 per cent for the decade 1961-1971 com- 
pared with 9.6 per cent for the previous decade, while per capita spending 
is projected to grow at a trend rate of 3.2 per cent compared with 6.7 per cent 
in the period 1951-1961. Yet an average annual increase of 3.2 per cent a 
year sustained over a decade is still a relatively high rate of growth and this 
point should be borne in mind when comparisons are made with the high 
rate of growth of the preceding period. 

The reasons for this slackening in the growth rate of spending are to 
be found primarily on the demand side. During the decade of the fifties, the 
rise in personal incomes and the spread of private insurance programmes, 
along with the substitution of public for private hospital insurance made it 
possible for many individuals to spend increasing amounts for medical care. 
Without the expansion of public medical care programmes the demand for 
physician services over the next decade is unlikely to be as buoyant since 
the demand for medical care would depend largely on two factors: (1) the 
growth of real incomes and the extension of insurance coverage to those 
groups who, because of occupation, of location or socio-economic status find 
it difficult to obtain private insurance coverage and (2) on the willingness of 
the Canadian public to devote a larger proportion of their rising earnings to 
health services. On the supply side, with the implementation of the special 
measures we recommend, there will be an increase in the supply of physicians 
over the decade 1961-1971 amounting to 4,000 and this should be sufficient 
to meet the expanded demand we envisage without a significant rise in the 
price of medical services other than that arising from changes in the quality 
of output. | 


PROJECTED EXPENDITURES ASSUMING A COMPREHENSIVE 
MEDICAL CARE PROGRAMME 


Since our projection of the supply of physicians has been derived 
independently of the introduction of a comprehensive medical care pro- 
gramme, it is evident that the increased demand generated under such a pro- 
gramme would have to be met from the increased supply, productivity or 
longer work-week of Canadian physicians. During the nineteen fifties, with 
the heavy flow of physicians trained abroad, more were available to provide 
care for the growing population. Thus when population grew at a trend rate 
of 2.7 per cent, the supply of physicians grew at a trend rate of 4 per cent. 
7456353 
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With the expected decline in the rate of immigration in the nineteen sixties it 
is unlikely that foreign graduates would contribute as much as formerly to the 
supply of physicians and the latter will have to depend, to a greater extent, on 
the graduates of Canadian medical schools. This number is largely deter- 
mined by the number already in the universities since the pre-medical class 
of 1963 will graduate in 1970. However, with the increased number of appli- 
cants for medical education and the expansion of teaching facilities, the sup- 
ply of Canadian trained physicians, as we have pointed out in Chapter 13, 
will begin to expand at the end of the nineteen sixties and it is expected that 
the physician-population ratio will continue to improve through the nineteen 
seventies. 

The increased demand resulting from the introduction of a compre- 
hensive medical care programme could then be met, in part, by the projected 
increase in supply. There will also be some increase in the productivity of 
individual physicians during the next decade. In the past the concentration of 
patient care in hospitals permitted physicians to care for more patients each 
day as did the increased use of auxiliary staff in doctors’ offices so that, 
productivity of physicians rose significantly along with more intensive effort by 
physicians. Given the hours already worked by physicians it is unlikely that 
any significant increase in the work-week could be achieved without some 
effect on the quality of service. Physicians can be expected to continue to 
increase their productivity during the nineteen sixties but the gains, assuming 
present pattern of practice of medicine continues, are likely not to be as great 
as they have been in the late nineteen forties and nineteen fifties. The develop- 
ment of out-patient hospital care, the consolidation of patient care in hospital 
and the use of ancillary personnel and equipment in office practice will con- 
tinue but, probably at a slower rate than in the past, unless new incentives 
are provided to practice in new ways which increase productivity without 
reducing quality. One example would be a significant increase in the practice 
of medicine in the form of group clinics such as we recommended in 
Chapter 2.1 

Taking into account these various trends we conclude that the vol- 
ume of services provided by physicians will rise with the development of a 
comprehensive public programme and that expenditures on physicians’ serv- 
ices will rise accordingly. Another factor that would tend to increase physi- 
cians’ gross income is that physicians could be paid for services they now 
provide free or at less than their provincial fee schedule. 

Assuming the introduction of a comprehensive medical care pro- 
gramme by 1966, we have then projected that the gross incomes of physicians 
will rise somewhat more rapidly and amount to $30,150 in that year and to 


1See Chapter 2, Recommendations 34 and 35. 
74563—534 
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$40,720 by 1971.1 Such an increase is the equivalent of a trend rate of growth 
of incomes of 5.2 per cent a year; about one per cent higher than in the 
period 1957-61. The trend rate of growth of incomes is projected to slow 
down again towards the end of the decade and to amount to 5 per cent 
in 1971. 

Assuming no change from the public medical care programme existing 
in 1962, we have projected gross income of practising physicians to amount 
to $29,025 in 1966 and $33,155 in 1971. With a comprehensive medical 
care programme, we estimate gross income of medical practitioners to reach 
$30,150 in 1966 and $40,720 in 1971. The difference is $1,125 in 1966 and 
$7,565 in 1971.2 Compared with 1961, levels of income of physicians assum- 
ing a national public programme would rise by 23 per cent between 1961 
and 1966 and by 66 per cent between 1961 and 1971. Since we have pro- 
jected that the ratio of expenses to gross fee income would average 35 per 
cent over the decade, net fee income is projected to amount to $19,595 in 
1966 and $26,467 in 1971 an increase of 69 per cent compared with aver- 
age per capita incomes which are projected to rise by between 50 and 60 
per cent.® 

One major change may come about as a result of the higher incomes 
earned by physicians. With higher net incomes earned in Canada, more physi- 
cians may be attracted from Europe or Canadian physicians may be induced 
to return to this country from the United States and fewer may leave for 
the United States. 

Against this trend it was urged upon us that there may be an offsetting 
factor with some physicians leaving Canada because they do not wish to 
practise under a comprehensive medical care programme sponsored by public 
authorities. But in a programme organized with the co-operation of the 
profession as we recommend, this need not happen. On balance, we expect 
that these factors may not affect significantly the level of total expenditures 
projected here. 

The cost of medical care with a comprehensive public programme, 
as shown in Table 20-6, is projected to rise to $525 million in 1966 and 
to $797 million in 1971, in current dollar terms, an increase in the latter 


1 Given the supply of physicians as projected above and the estimated cost of a medical 
programme in 1970 as calculated by Clarkson, G.C., The Cost and Ability to Pay for Medical 
Services Insurance in Canada and Its Provinces, Canadian Medical Association, Toronto, 
October 1962, p. 9, gross fee incomes of physicians would exceed $40,000 by 1970. 

2In 1966, the programme is assumed to be getting under way, and by 1971, the 
programme is assumed to be in full and effective operation. 

’See Table 19-3. 

4For a statement setting forth the number and type of physicians leaving the Province 
of Saskatchewan following the implementation of the Saskatchewan Medicare Programme, see - 
“Review of Medical Loss” by H. A. L. Portnuff, M.D., President of Saskatchewan Division of 
the Canadian Medical Association, Newsletter, Saskatoon, December 1963. 
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year of $148 million compared with the cost of medical care assuming no 
change in public programmes— a difference of 18 per cent. In per capita 
terms, the projected figure for 1971 is $35.29 compared with $28.72 without 
a programme, a difference of $6.57. The projected trend rate of growth of 
total and per capita spending for the decade 1961-1971 is 7.5 per cent and 
5.3 per cent respectively—in both cases a slower trend rate of growth than 
in the period 1951-1961 but still higher than the projected trend rate of 
growth of income. 


COST OF A COMPREHENSIVE MEDICAL CARE PROGRAMME IN 1961 


In the course of our analysis of Canadian medical care insurance 
and prepayment plans in 1961, we examined the cost of a medical care 
prepayment plan for the Canadian population in that year assuming alter- 
native degrees of comprehensiveness.* 

: In preparing this estimate, the experience of the Manitoba Medical 
Service has been used, along with certain other data from Saskatchewan 
medical prepayment plans. This experience was then applied to the remain- 
der of Canada with allowance made for regional differences in family 
size and composition, as well as the proportion of older persons in the 
population. It is evident, however, that there are other factors that would 
influence the cost of a universal prepaid medical care plan, principally 
regional differences in the utilization of medical services and the prices of 
such services. Since it was not possible to adjust for these differences the 
estimates presented here must not be taken as representative of the cost of 
a national comprehensive medical care programme if such had been in 
existence in 1961. 

Historically, there have been significant regional variations in the use 
of health services both in terms of volume and type of service. The data 
available indicates that before the introduction of the Hospital Insurance and 
Diagnostic Services Act or provincial hospital insurance programmes, the 
Western provinces used more hospital services than the Atlantic provinces” 
and the more limited data available for medical care utilization support this 
position.* In consequence, an estimate based on the experience of Western 
provinces will tend to over-estimate the initial cost of a national programme 


1For a more detailed account of this estimate see Berry, C. H., Voluntary Medical 
Insurance and Prepayment, a study prepared for the Royal Commission on Health Services, 
Ottawa: Queen’s Printer, 1964, Chapter 6. Estimates, for the most part, are based on data 
from Manitoba Medical Service. Some additional data from Medical Services Incorporated 
in Saskatoon and from the Saskatchewan Medical Care Insurance Commission have also been 
used. 

2 See Madden, J. J., op. cit. 

®See Judek, S., op. cit., Chapter 5. 
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since other provinces would have a lower rate of utilization. Again to the 
extent that there exists regional differences in the structure of prices, an 
estimate based on costs derived from the Western provinces can differ from 
the actual costs if such a programme were introduced. 


In view of the limitations of the data, the estimate presented here 
should not be taken to represent the actual cost of a universal compre- 
hensive medical care programme if such had existed in 1961. Alternatively, 
in view of our knowledge of the learning process associated with the intro- 
duction of a pre-paid medical care programme, the estimate is indicative of 
the level to which the cost of medical care services could rise assuming that 
the utilization experience of Manitoba Medical Services and. the prices that 
ruled in Manitoba were to be achieved in all provinces. If each family in 
the Canadian population as a whole had obtained medical services, on the 
average equal to the services obtained by the corresponding families in the 
Manitoba Medical Service population, it is estimated that the per capita cost 
of medical care in 1961 would have amounted to between $31 and $32 
compared with the estimated actual expenditure of $21.1 Some further details 
of this estimate are presented in the following tabulation: 


ESTIMATED PER CAPITA COST, SELECTED CLASSES OF MEDICAL EXPENSES, 
CANADA, 1961 

















Medical Expense Class Per Capita Cost 
$ 
TH2NOSDILAl = SCEVICES worn sateen oh Orie aiar eres acest Nee ane hop ow eee nae rare 11.93 
All services other than surgery and maternity® ...............0....ccce PR ie 44 | 
HLOme and Mice: Calle ieh tae. Seta eT RAN cnt cee tena ey ore 10.91 
TeADOLOtOEV ONG 7 Nel AY wSCLVICCS feet tee nea ete eae eee ea 5.42 





* Well-baby care included in maternity. 
Source: Berry, C. H., Voluntary Medical Insurance and Prepayment, a study prepared 


for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964, Table 6-7. 

The estimated cost of a programme that included all services that might be 
performed in hospital, would have been $11.93, home and office calls $10.91 
and all services other than surgery and maternity, $21.27. It is evident that 
a medical service programme that limited itself to in-hospital services or to 
surgical and maternity services only, would exclude a substantial proportion 
of the medical services that a comprehensive programme is designed to cover. 


1See Berry, C. H., op. cit., Table 6-5. 
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Projected Expenditures on Dentists’ Services 


Two estimates of expenditures on dentists’ services have been devel- 
oped; the first assuming continuation of existing programmes for the provi- 
sion of dental services and the second assuming the introduction by 1968 of 
the Children’s Dental Programme, outlined in Chapter 2. 


PROJECTED EXPENDITURES ASSUMING EXISTING PUBLIC DENTAL 
PROGRAMMES 


The estimated expenditures on the basis of existing programmes have 
been projected by using the trend rate of increase in the number of dentists 
providing personal health services and changes in the average gross income of 
these practitioners. The total number of dentists in Canada in 1961 and the 
estimated number in 1966 and 1971 are provided in Chapter 13. Not all of 
these dentists are engaged in providing personal health services. Hence the 
estimated cost of the services of dentists, when employed in hospitals, gov- 
ernment arid education must be excluded. In 1961, about 450 dentists were 
employed in hospitals, dental schools and government; about 7.7 per cent 
of the total. It has been estimated that this number will increase to 580 
by 1970, principally through the employment of more dentists in dental 
schools, which is the equivalent of assuming that a substantially unchanged 
proportion of dentists (92.0 per cent) will be engaged in the provision of 
personal health services throughout the period. The projected number of 
dentists providing personal health services and the trend rate of growth of the 
supply of dentists are presented in Tables 20-8 and 20-11. With a relatively 
slow rate of growth of the supply of dentists in the period 1961-1966 the 
population-dentist ratio rises from 3,372 to 3,475. After 1966, with the 
expansion of the output of dental schools, the trend rate of growth of dentists 
is projected at 2.4 per cent, somewhat higher than the rate of population 
erowth and, as a consequence, the dentist-population ratio is projected to 
fall to 3,434 by 1971. Over the period 1961-1971, the average annual rate of 
growth is projected at 2 per cent compared with 1.8 per cent for the period 
1951-1961. 

During the period 1951-1961, it is estimated that the average gross 
income of dentists providing personal dental services increased at an average 
annual rate of 7 per cent a year. This increase, as was pointed out in Chapter 
11, partly was the consequence of the high productivity of dental practitioners 
achieved through the use of more specialist equipment and ancillary personnel 
along with new materials, and improved techniques that permitted dentists 
to treat more patients per unit of time. At the same time the rise in personal 
disposable income, along with the substitution of public hospital insurance 
for private hospital insurance, made it possible for families and individuals 
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TABLE 20-10 ESTIMATED COST OF DENTISTS’ SERVICES WITH AND 
WITHOUT A CHILDREN’S DENTAL CARE PROGRAMME, CANADA, 
SELECTED YEARS, 1966-1971 














Cost of Care Provided |Cost of Care Provided Un- Total Cost of All 
Outside Programme der Children’s Programme Dental Services 
Year Rae! 
Total Per Total rer Total Per 
Cost Capita Cost Cost Capita Cost Cost Capita Cost 
$000,000 $ $000, 000 $ $000, 000 $ 
Assuming Existing Public Dental Programmes 
1966 16275 8.00 — | — 16225 | 8.00 
1971 214.2 9.48 — — 214.2: 9.49 
Assuming Children’s Dental Programme* 
1968 180.9 8.54 24.0 13 204.9 9.67 
1971 209.2 9.26 62.1 De) aie 12.01 





*Based on the assumptions outlined in Chapter 13. Cost of care outside of the programme 
calculated by subtracting dentists in the programme from estimated supply of dentists rendering 
personal health services and using an estimated average gross income which amounts to $34,010 
in 1971. 


SOURCE: Based on Tables 20-8 and 20-9, 


to spend more for dental care and thus provide increasing effective demand 
for the services of the relatively slow-growing supply of dental practitioners. 
The rate of increase in dentists’ income was reduced towards the end of the 
nineteen fifties and this trend is likely to continue over the next decade if 
there is no further expansion of public programmes or prepaid dental pro- 
grammes. Hence the first projection we submit is based upon the assumption 
of a more rapid increase in the supply of dentists towards the end of the 
sixties, a slowing down in the rate of growth of demand as those groups who 
have the income to finance dental services receive most of the dental care 
they require and finally, that the productivity of dentists is not likely to grow 
as rapidly over the next decade as it has in the past. Dentists’ average gross 
incomes will continue to increase, however, since rising real per capita 
incomes will lead more families to purchase dental services. Further the 
adoption of improved practice techniques by more and more dentists will 
permit average productivity to rise even if there is little change in technology, 
and with some improvement in technology, productivity is likely to increase 
even more. Assuming no major technical break-through in the practice of 
dentistry it is likely that productivity gains will be somewhat less than those 


achieved in the post-war period. The average gross income is projected to 


grow from $21,960 in 1961 to $32,560 in 1971, an increase of about 


oan 
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50 per cent. This is the equivalent of a trend rate of growth of 4 per cent 
a year compared with 7 per cent in the period 1951-1961. The projected 
trend rate of growth for the period 1961-1966 is 4.8 per cent and for the 
period 1966-1971 is 3.2 per cent. 

Combining the projected supply of dentists and average gross income, 
the estimated expenditures in the years 1966 and 1971 are shown in 
Table 20-8. Total expenditures are projected to rise from $119 million in 
1961 to $162 million in 1966 and to $214 million in 1971. Per capita 
expenditures are projected to rise from $6.51 to $8.00 and $9.48 respec- 
tively. The projected trend rate of growth of total spending is lower for the 
period 1961-66 compared with 1957-1961, 6.5 per cent compared with 8 
per cent; while for per capita spending the projected trend rate of growth 
of spending is 4.2 per cent compared with 5.4 per cent. For the whole 
period the trend rate of growth of total spending is projected to decline 
to 6.1 per cent and per capita spending to 3.9 per cent (see Table 20-11). 

We turn now to our second estimate of dental expenditures assum- 
ing a public programme such as we recommend. 


PROJECTED EXPENDITURES ASSUMING AN EXPANDED 
PUBLIC DENTAL CARE PROGRAMME 


Children’s Programme—Since the supply of dentists has been pro- 
jected separately, the additional costs arising out of the Children’s Dental 
Programme outlined in Chapter 13, will depend on the rate of increase in 
dentists’ gross incomes consequent on an increase in demand for their 
services and the costs of dental auxiliaries, ancillary personnel and operating 
costs of dental clinics that such a programme uses. In the face of a sub- 
sidized increase in demand dentists’ incomes are likely to rise somewhat 
more rapidly than we suggested in our first estimate. We now project a 
trend rate of growth of 4.1 per cent for the quinquennium 1966-1971 
compared with 3.2 per cent without a programme and for the decade the 
projected annual increase is 4.5 per cent, compared with 4.0 per cent. On 
these projections it is estimated that the average gross incomes of dentists 
providing personal health services would amount to about $30,110 in 
1968 and to $34,010 in 1971. 

The average gross income of dentists in 1971, assuming no Children’s 
Dental Programme has been estimated at $32,560 and with a programme 


1The estimated growth rate of gross income we have assumed is based upon the trend 
rate of growth of net income reported for taxation purposes. Information supplied by De- 
partment of National Health and Welfare, Research and Statistics Division, that the net 
earnings of dentists which have been rising as a percentage of gross income in 1961 would 
amount to 55 per cent of gross incomes in 1966 and 1971. Net incomes of dentists are 
estimated to rise from $10,980 in 1961 to $17,908 in 1971, an increase of 63 per cent over 
the decade. 
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at $34,010, a difference of $1,450 or 4.3 per cent. As the average gross 
income of dentists is estimated at $21,960 for 1961, this profession may 
expect an increase of 55 per cent in their gross incomes by 1971 assuming 
the introduction of a Children’s Dental Programme. Since net incomes 
are projected to amount to 55 per cent of gross incomes by 1971,! the 
average net income of dentists after the introduction of the programme 
is estimated to be $18,705 in that year. Relative with 1961 this is the 
equivalent of an increase in net incomes of 70 per cent compared with 
a projected increase in the average incomes of Canadians of 50 to 60 
per cent.? Such an increase should be an incentive to encourage entry into 
the practice of dentistry. 

The average income of dentists providing services in the programme 
has been estimated to be the equivalent of the net earnings of dentists 
providing personal health services outside the programme and is projected 
to amount to $16,560 in 1968 and to $18,705 in 1971 (see Table 20-9). 

The average earnings of dental auxiliaries in the programme have 
been tentatively set at $6,000 in the year 1968 and $6,500 in 1971. This 
estimate may well turn out to be too high but is based upon the amount 
that we believe might be needed five years hence to attract personnel into 
this particular occupation. To the extent that such personnel can be obtained 
for lower salaries than those presented here, the cost of implementing a 
Children’s Dental Programme would then be correspondingly less. The other 
costs of the programme, excluding interest and depreciation on capital made 
available from public funds, are estimated to be 30 per cent of the total 
cost of the programme and includes the cost of other ancillary personnel 
such as dental assistants, clerical personnel, materials and other operating 
costs. 

Allowing for the difficulties faced in providing sufficient personnel 
to implement the programme fully by 1968 and since, as we pointed out 
in Chapter 13, there is a learning process involved which would limit use 
of the programme in its early stages, we have estimated the cost of a 
Children’s Dental Programme given the assumption of a rising utilization 
rate and the graduation of 1,000 dental auxiliaries commencing in 1968. 
The cost of such a programme is set out in Table 20-9. In the first year 
of the programme, total costs are estimated to be $24 million and are 
projected to rise to $62 million by 1971. Per capita costs are estimated 
at $1.13 in 1968 and are projected to increase to $2.75 by 1971. 


1See footnote 1, p. 821. 

*See the discussion on pp. 810, 811 for the limitations of this comparison. 

® The projected average net income of dentists in 1971 is estimated to be about 70 per 
cent of the projected average net income of physicians providing personal health services in that 
year, the same as in 1961. The difference in income represents, in part, the return on a greater 
amount of investment in human capital in the average physician. 
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Programme for Recipients of Public Assistance—In addition to a 
Children’s Dental Programme, we have recommended a programme 
that would provide recipients of public welfare, including recipients 
of old age assistance, with the dental care they need, including 
dentures. Part of the cost of such a programme is already included 
in our estimated cost of dental care since welfare recipients in 
some provinces already receive dental care. Many others, since they already 
have satisfactory dentures, would not require dental treatment. In view of 
the limited extent of the unmet need of this group it is unlikely that the 
additional annual cost of providing such care would amount to more than 
$10 million in 1971. In view of the limited information, this amount has 
not been included in the cost of a dental care programme as shown in 
Table 20-9 but its exclusion does not significantly affect either the cost 
of expanded public programmes or the cost of dental care. 


Total Expenditures—The total cost of dental care, assuming the intro- 
duction of a Children’s Dental Programme, is set out in Table 20-10. In 1968, 
total expenditures are estimated to be $204.9 million and per capita expendi- 
tures to be $9.67. By 1971 total expenditures are projected at $271 million 
and per capita expenditures at $12.01. 

The effect of the introduction of a Children’s Dental Programme on 
the trend rate of growth of spending is shown in Table 20-11. The trend 
rate of total spending for the decade is raised from 6.1 to 8.6 per cent 
a year and for per capita spending from 3.9 to 6.3 per cent a year. In 
terms of additional dollars spent, in 1971 the difference between the per 
capita cost of dental services with no expansion of public programmes and 
the cost of such services after the implementation of a Children’s Dental 
Programme is $2.52. In terms of total costs, the difference is $57 million. 


Projected Cost of Glasses for Children Aged 0-18 and Recipients of 
Public Assistance 


Limited data available make it possible for us to present only a broad 
indication of the order of magnitude of expenditures in 1966 and 1971 on 
the cost of providing glasses to the two groups which we believe should be 
covered: children 18 years and under and welfare recipients. Because of the 
tentative nature of these estimates the projected level of spending should be 
revised on the basis of the experience gained from a programme after it 
has been in operation for a few years. 


CHILDREN’S PROGRAMME 


The cost of providing prescription glasses for children will depend — 
on the initial demand for glasses consequent on the introduction of a public ~ 
programme, the utilization rate of children born after its inception; the 
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replacement demand arising from the need to change prescriptions or replace 
lost and broken glasses; the cost of examinations, refractions, prescription 
lenses and frames. 

We assume that 20 per cent of children in the age group 0-18 would 
require glasses in 1966 and this yields about 1.7 million children. This 
assumption is based on the results of various studies indicating a percentage 
of this order among children of school age. It will be noted that this is an 
average of the experience of very young children, few of whom need glasses, 
and teen-aged children who would require glasses to a much greater degree 
than the very young. It is possible, however, that the actual demand for 
glasses could be considerably less than this on the introduction of a pro- 
gramme. In many cases, children already have prescription glasses, in other 
cases temporary shortages of physicians or optometrists may prevent chil- 
dren from obtaining glasses in the first year or so, while in other cases, parents 
will fail to ensure that an examination is made or is followed up by the 
filling of a prescription. The educational process associated with the intro- 
duction of a new programme, along with limited facilities in some regions, 
indicate that the demand for glasses in the first year could be considerably 
less than 1.7 million pairs. Allowing for these factors it has been assumed 
that only 50 per cent of the 1.7 million would actually obtain glasses in 1966, 
the equivalent of .83 million. The remainder of the group that need glasses 
is assumed to have obtained them over the period 1967 to 1970. In the 
last year it is estimated that the demand for glasses would amount to .20 
million pairs. 

Once over the initial period, with its large amount of unmet need, 
the demand for glasses would depend on the growth of the population aged 
0-18, the age at which this group require glasses and the rate at which glasses 
are replaced for those already possessing them. Over the decade 1966 to 
1976, the average number of children born each year is estimated to be 
between .5 and .6 million. If these children require no glasses until age 4, 
and then a proportion each year obtain glasses until at age 18, 20 per cent 
of the group have been supplied, then the number of glasses needed for new 
recipients in 1971 would be about 15,000 and by 1976 would have risen to 
about 50,000. Since our knowledge of the rate at which glasses need to be 
replaced because of loss, breakage and changes in prescriptions is limited, we 
have assumed that they are replaced, on the average, once every five years 
and for any group, replacement is spread evenly over the five-year period. 
The result is that by 1971, the replacement demand is estimated to amount 
to .35 million pairs and to rise to .60 million pairs by 1976. 


1 Canadian Association of Optometrists, brief submitted to the Royal Commission on 
Health Services, Toronto 1962, Exhibit No. 19; Gray, D. G. “Who Wears Spectacles?’”, in 
The Lancet, Sept. 22, 1951, p. 537; and the results of a count of public school children having 
glasses, communicated by Dr. R. A. Kennedy, Medical Officer of Health, City of Ottawa. 
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TABLE 20-12 ESTIMATED COST OF PROVIDING GLASSES FOR CHILDREN 
AGE 0-18, CANADA, 1966 AND 1971 








Estimated Number Obtaining Glasses Estimated Total 
Year | Population Cost of Cost of 
MS GTO D0 reer ee eC SSeS Glasses 
0-18 Initial Replacement Total 
000 , 000 000 , 000 °000 , 000 $ $’000, 000 
1966 8.30 .83 a 83 30.00 27.9 
1971 9.10 sey 235 .50 33.90 16.9 





Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


Our projection then as shown in Table 20-12, is that the demand for 
glasses in the initial year will amount to .83 millions. After 1966, the demand 
will be somewhat lower and in 1971, new demand and replacement demand 
are estimated to amount to about .5 million glasses and that this will have 
risen to 1.1 million by 1976. 

As the cost of medical services projected for 1966 and 1971 already 
includes the cost of all services provided by physicians, expenditures on 
children’s glasses under this programme will depend on the cost of a refrac- 
tion carried out by an optometrist and the cost of lenses and frames. On the 
basis of the historical trend rate of growth of prices of frames, lenses and 
refractions it has been estimated that the cost of such services would amount 
to about $30 per prescription in 1966 and to $33.90 in 1971. The total cost 
of providing glasses under the assumptions outlined here would amount to 
$27.9 million in 1966 and to $16.9 million in 1971, while the per capita cost 
would be $1.37 and $.75 respectively. 


PROGRAMME FOR RECIPIENTS OF PUBLIC ASSISTANCE 


The programme for the recipients of public assistance outlined in 
Chapter 2 would include glasses for recipients of Old Age Assistance, Allow- 
ances for Disabled Persons and recipients of Mother’s Allowance excluding 
children. In March 1960, this group amounted to 198,599 persons or 1.86 
per cent of the population over 18 years and it is projected that this per- 
centage will remain constant down to 1971.1 Table 20-13 indicates that such 
a projection would imply 223,000 recipients of public assistance in 1966 and 
251,000 in 1971. 


1See Canada Year Book, Dominion Bureau of Statistics, Ottawa: Queen’s Printer, 
1961, pp. 272-277. 


— 
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TABLE 20-13 ESTIMATED COST OF PROVIDING GLASSES FOR RECIPIENTS 
OF PUBLIC ASSISTANCE, CANADA, 1966 AND 1971 





Estimated Estimated 
Population Number Estimated Number Estimated Estimated 
Year Minus of Recipients | Utilization Obtaining Price of Cost of 
Age Group of Public Rate Glasses Glasses Glasses 
0-18 Assistance 
?000 , 000 $ $’000 , 000 
1966 12.00 223 ,000 15.0 33,450 30.00 1.00 
1971 13.49 251,000 15.0 37,650 33.90 1.28 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


} It is likely that a substantial number of these persons already possess 
glasses and that the demand will come from the small proportion who, each 
year, become aware of the need for glasses or who must replace them because 
of a change in prescription. We estimate that this group amounts to 15 per 
cent of the covered population each year and on this basis it is projected 
that the number of glasses supplied would be 33,450 in 1966 and 37,650 
in 1971.1 The cost of these glasses would be $1 million in 1966 and $1.3 
million in 1971 as shown in Table 20-13. 

The total cost of providing glasses for children and recipients of public 
assistance is projected to be $28.9 million in 1966 and $18.2 million in 1971, 
or, on a per capita basis, $1.42 and $0.81 respectively. 


TABLE 20-14 ESTIMATED COST OF PROVIDING GLASSES FOR CHILDREN 
AND RECIPIENTS OF PUBLIC ASSISTANCE, CANADA, 1966 AND 1971 





Cost 
of 


Y 
ois Children’s 


Programme 
$’000 , 000 


Poth Sah tcl aut 21.9 


Public 
Assistance Total Per 
Recipients’ Cost Capita 
Programme Cost 
$000 , 000 $’000, 000 $ 
1.0 28.9 1.42 
1.3 18.2 0.81 


Moos hacer cis oo oncthoncties 16.9 


Source: Based on Tables 20-12 and 20-13. 


1 Canadian Association of Optometrists, op. cit., pp. 25-27. 
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Projected Expenditures on Prescribed Drugs 


PROJECTED EXPENDITURES ASSUMING EXISTING PUBLIC 
PROGRAMMES 


The projected expenditures on prescribed drugs, assuming no expan- 
sion of existing public programmes, has been based on the trend rate of 
growth of such spending over the past decade. The growth of total and per 
capita spending on prescribed drugs has been slowing down recently, 2 partly 
because prices have not risen as rapidly as they did in earlier periods and 


TABLE 20-15 ESTIMATED EXPENDITURES ON PRESCRIBED DRUGS, 
CANADA, SELECTED YEARS, 1961-1971 











Assuming Existing Public Programmes 
























































Yaar Total Per Capita 
Expenditures | Expenditures 
$ 000,000 S 
LGA ne ee ee Si, Ota: eine Fina ce” ies 111.5 GO. in 
LGB Ee ae ae Te ee Gh UNTO A eg ee | 127.4 6.71 
LO GG Se ee, Sah AICOee ae AR ee eM gee ce en, 1535) 7.56 
LOT COMORRe ate sh toi Aor yates A See ne, 2h Ne be. ee 203.0 8.98 
Assuming a Comprehensive Public Programme, 1966 and 1971 
Number j With Payments By 
of ENCNECS Total Cost Consumer of $1 
Pp : Total Average Per P Hee 
Year acy | Prescrip- | Cost of ede twice) 
Meee tions Prescrip- 
oe tions Total ce Total Pe 
Capita Capita Capita 
?000,000 $ $ °000,000 $ $ °000,000 $ 
1966** Bo 71.0 3.30 234.3 11.54 163.3 8.04 
197 1% 4.5 101.6 3705 360.7 15797 209 el 11.47 
*Estimated. 
**Projected. 


Source: Madden, J. J., Economics of Health, a study prepared for the Royal Commission 
on Health Services, Ottawa: Queen’s Printer, 1964. 


* Defined to cover pharmaceuticals supplied by retail outlets on prescription of medical 
or dental practitioners. Prescription drugs provided in hospitals and institutions for the 
chronically ill are included in the cost of hospital care. Prescription drugs provided directly by 
physicians are included in the cost of medical services. 

2See Tables 11-12 and 11-13. 
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partly because it appears that there has been some slowing down in the per 
capita consumption of prescription drugs.! There is no reason to believe that 
these trends will reverse themselves in the near future and the trend rate of 
growth of spending, assuming no change in public programmes, is projected 
at 4.4 per cent as the average for the years 1961-1966 and an average of 
3.5 per cent a year in the period 1966-1971 (see Table 20-16). This com- 
pares with a trend rate of growth of 4.6 per cent in the period 1957-1961. 
In 1966 such a projection indicates that expenditures will amount to $153 
million and by 1971 will amount to $203 million. Per capita spending has 
been projected to rise from $6.11 in 1961 to $7.56 in 1966 and $8.98 in 
1971 (see Table 20-15). 


TABLE 20-16 AVERAGE ANNUAL PERCENTAGE CHANGE IN EXPENDI- 
~ TURES ON PRESCRIBED DRUGS, CANADA, SELECTED YEARS, 1951-1971 














Percentage Change 
Expenditures on 
Prescription Drugs 
Assuming a Comprehen- 


Percentage Change 
Expenditures on 

Prescription Drugs 

Period Assuming No Expansion 





eA sive Prescription 
of Existing Programmes yee: Pros rane 
Total Per Capita Total Per Capita 
IN I NOs. cu hota asnsdlanarinswalSssuiirosine 11.9 8.8 — —- 
Me OO E Plae seas ctetce dic dectantonese lig 4.6 a a 
SES | Sa ii ee ee ae ee 10.0 Tse = — 
MEE DO ooo 2 soc daa nss orvonieneaegucasmssedss 6.6 4.4 16.0 13.6 
LE Ss SR ek ree eae = Oe 3.5 ONO 6.8 
er Oy ities © Opti Bo ads dacintink Og 3.9 1225 10.1 











Source: Based on Tables 11-1 and 20-13; and Madden, J. J., Economics of Health, 
a study prepared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


PROJECTED EXPENDITURES ASSUMING A COMPREHENSIVE 
PUBLIC PROGRAMME 


On the assumption of the introduction of a public programme there 
is little doubt that the use of prescribed drugs will increase. What the new 
level of utilization would be is more difficult to assess. Except for the prepaid 
plan operating in Windsor, Ontario, under the auspices of Prescription Ser- 


1For the tendency of consumption of prescribed drugs to rise less rapidly see Fuller, 
H. J., Canadian Retail Pharmacy in 1962, Canadian Pharmaceutical Journal, Toronto, Sept. 
1963, Volume 96, Number 9, Special Supplement, p. 21. Between 1957 and 1962, prescriptions 
per capita, as measured by this survey, have remained relatively constant around 2.4 per 
person while the trend rate of growth of the average price of a prescription has also slowed 
‘down, particularly in 1961 and 1962. 
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vices, Inc., the only other data relate to provincial welfare programmes or the 
experience of the United Kingdom, New Zealand, United States and other 
countries.’ The experience of the Windsor plan cannot be taken to be repre- 
sentative of the experience for Canada as a whole. The programme may have 
more than a proportionate share of members who need large amounts of 
drugs since it is to their advantage to enrol. It may also be influenced by the 
fact that this is an urban area with a particular prepaid medical plan and 
a different physician-population ratio from most other regions. 

Welfare programmes offer an inadequate guide to the utilization ex- 
perience of the Canadian population except to set limits beyond which the 
volume of prescriptions is unlikely to go. With prescribing practices of 
physicians and the desire of patients for prescription drugs being substan- 
tially influenced by the number of doctors, hospital beds, prepayment plans, 
methods of remunerating physicians, and the whole complex of forces affect- 
ing national or regional practice of medicine, the experience of foreign coun- 
tries appears to have limited relevance for Canada. 

The estimated cost of a programme was derived by assuming that 
the average number of prescriptions per capita would rise from the average 
of 2.4 as reported in the surveys conducted by Professor Fuller for the 
Canadian Pharmaceutical Association to 3.5 prescriptions per person upon 
the introduction of the plan in 1966 and to 4.5 prescriptions per person by 
1971 (see Table 20-15). This latter figure is equivalent to the average 
prescribing experience of the Green Shield Plan (Prescription Services, Inc., 
of Windsor) which was 4.44 per person in 1959-1960, but is somewhat 
lower than the utilization rate of New Zealand and Great Britain. 

The average price of prescriptions that will be characteristic of the 
years 1966 to 1971 again is difficult to predict on the basis of past trends. 
The index of drug prices as reported by the Dominion Bureau of Statistics 
has not risen in recent years while the prices reported in the Survey of the 
Canadian Pharmaceutical Association have risen, but at a declining rate. In 
this projection it has been assumed that the average price of prescriptions in 
1962, as reported in the Canadian Pharmaceutical Survey is representative 
of most prescription prices and this amount ($3.16) is projected to rise 
slowly to $3.30 in 1966 and to $3.55 by 1971. The trend rate of growth of 
prices for the period 1958-1962 was approximately 2 per cent a year.? For 
the decade 1961-1971, the trend rate of growth is projected at 1.3 per cent. 

On the basis of projected utilization rates and price trends Table 20-15 
indicates that the cost of a comprehensive public programme in 1966 would 


1 Canadian Pharmaceutical Association, Inc., brief submitted to the Royal Commission on 
Health Services, Toronto, May 1962, pp. 167-170. 
ie Pot qualifications relating to the difficulties of measuring full price changes of pre- 
era and the necessity to improve the statistical information on this subject, see 
apter 17. 
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amount to $234 million and in 1971 to $361 million. On a per person basis, 
the estimated cost in 1966 is $11.54 and in 1971, $15.97. Given the in- 
creased availability of medical care upon the introduction of a comprehen- 
sive medical care programme, the ease with which the supply of prescription 
drugs could be expanded and given a programme such as we recommend? in 
which prescription drugs are available at a payment of $1 per prescription by 
the user there would be a considerable rise in spending on prescription drugs 
and the trend rate of growth of both total and per capita spending projected 
for the decade 1961-1971 is higher than that experienced in the decade 
1951-1961. For the period 1951-1961, total expenditures rose at a trend 
rate of 10 per cent a year and per capita spending at a trend rate of 7.2 
per cent. For the period 1961-1971, the trend rate of total spending is pro- 
jected at 12.5 per cent and per capita spending at 10.1 per cent. The rate 
of growth of spending is projected to slacken off by the end of the decade 
and would rise less rapidly through the decade of the nineteen seventies.? 

The additional expenditures arising from the introduction of a com- 
prehensive public programme can be seen from Table 20-15. The additional 
total cost is projected to amount to $81 million in 1966 and to $158 million 
in 1971. The additional per capita cost in 1966 is projected at $4; in 1971 
at $7. 


Projected Expenditures on Hospital Care 


Two estimates of the cost of hospital care have been developed; the 
first based on the continuation of existing trends and programmes, the second 
based upon our recommendation that mental and tuberculosis hospital care 
should be integrated as quickly as possible into the general hospital pro- 
gramme and brought within the scope of the Hospital Insurance Act. 


PROJECTED EXPENDITURES ASSUMING EXISTING PUBLIC PROGRAMMES 


In Chapter 14 we pointed out that the provision of physical facili- 
ties, specialist personnel, rehabilitation programmes, sources of funds and 
administrative knowledge all have played a part in making the general hos- 
pital the centre for diagnosis, treatment and rehabilitation for illness of all 
kinds. The consequence of these developments has been that patients are 
treated in multi-purpose general hospitals rather than in special hospitals 
and that the chronically ill are cared for in public hospitals rather than in 
proprietary nursing homes or municipal homes as in other countries. 





1See Chapter 2, Recommendations 58 and 59. 

2 We have assumed that a number of proposals which we have made in Chapter 2 such 
as the adoption of a National Formulary and the increased prescribing of drugs by their 
- generic names would be in practice offsetting to some extent trends towards higher drug costs. 
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In view of these trends we have not projected the volume of hospital 
care in short-term active treatment hospitals, chronic and convalescent hos- 
pitals, children’s hospitals, etc. Rather we have projected the days of care 
that will be provided in tuberculosis hospitals, mental hospitals and alll 
other hospitals taken together and our projections appear in Tables 20-17 
and 20-18.1 

The projected cost of hospital care in general and allied special hos- 
pitals is set out in Table 20-17 and has been derived by multiplying the pro- 
jected days of hospital care by the projected average per diem cost of such 
care. In 1961, according to these projections the total cost of hospital care 
amounted to $763 million or $41.81 per person. In 1966, it is projected 
that such hospital care will cost $1,254 million, $61.76 per person; and in 
1971, $1,893 million or $83.78 per person. 


It is evident from the amount of these expenditures that the cost 
of hospital care is projected to be the most significant item of health 
spending in the future as it has been in the past. With total spending 
projected to rise two and one-half times and per capita spending to double 
within the decade 1961-1971, the growth of spending clearly has been 
projected at a high level. Compared with the recent past, however, the 
trend rate of growth of total spending projected is somewhat lower since 
in the period 1953-1961, the annual average increase in total expenditures 
amounted to 10.5 per cent while the average annual rate of increase 
projected for the period 1961-1971 is 9.5 per cent. This projected growth 
rate is determined, as we have indicated, by the volume of hospital care 
and the cost of a day of hospital care and it is to these items that we now 
turn our attention in order to account for the projected development. 

The volume of hospital care provided in general and allied special 
hospitals in 1961 amounted to 38.65 million days and is projected to rise 
to 48.84 million days by 1971. This is a sizeable increase but its contribu- 
tion to the growth rate of total spending is 2.4 per cent a year, only a 
little more than the projected growth of population for this period. Each 
Canadian, on the average, will receive slightly more days of hospital care 
each year but the increase in spending arising from the provision of more 
days of hospital care is essentially the consequence of population growth 
and assuming no change in the pattern of illness, medical care and all the 
other factors that influence hospital utilization, is unlikely to change drasti- 
cally. Clearly, the major factor contributing to the growth of total spending 
on hospital care is the projected rate of growth of per diem costs of 
hospital care—7 per cent for the decade 1961-1971. 





* For a description of this projection see Chapter 14. 
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When we turn to the historical trend of the per diem cost of 
hospital care, we possess data that go back to the year 1913.1 For example, 
between 1913 and 1926 the cost of maintaining one patient for one 
day rose from $1.68 to $3.27, a trend rate of growth of 5.3 per cent a year. 
If this trend rate had been projected to 1961 it would have been a fairly 
reasonable projection since over these 47 years the average cost of a day 
of hospital care has risen at a rate of about 5.3 per cent a year. On the 


TABLE 20-17 ESTIMATED COST OF HOSPITAL CARE IN GENERAL AND 
ALLIED SPECIAL HOSPITALS, CANADA, SELECTED YEARS, 1961-1971* 




















Adult and New-born Total Average _ j|Total Cost of Hospital Care 
Year Children Children Days Cost er 
Days Days of Care Per Day Total Per Capita 
| millions | millions | millions $ $ °000,000 § 
1961 Boed2 2.93 38.65 19.73 762.6 41.81 
1963** 37.20 3 A 40.31 23.00 927.1 48.85 
1966T 39.99 3.29 43.28 28.97 1,253.8 61.76 
1971+ 45.07 ST 48.84 38.75 1,892.6 83.78 








* Assuming existing public programmes and continued transfer of patients from 
tuberculosis and mental institutions to active treatment hospitals at rate occurring in the 
period 1957-1961. Per diem costs in 1961 are based on all hospital days including private and 
federal hospitals. 

** Estimated. 

+ Projected. 

Source: Based on Table 14-2; and Madden, J. J.. Economics of Health, a study pre- 
pared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


TABLE 20-18 ESTIMATED COST OF HOSPITAL CARE IN TUBERCULOSIS AND 
MENTAL HOSPITALS, CANADA, SELECTED YEARS, 1961-1971* 
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1966 2120 Te85 Qyaxs 10 352 1.83 17 <87 32.7 1.61 
1971 291% 11.53 342.6 13,47 1.24 23395 Dore. £31 




















*Assuming no change in existing public programmes for hospital care. 


SourcE: Based on Table 14-2; and Madden, J. J., Economics of Health, a study pre- 
pared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


1Dominion Bureau of Statistics, Prices and Price Indexes, 1913-1927, pp. 120-121. 
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TABLE 20-19 ESTIMATED COST OF HOSPITAL CARE IN ALL HOSPITALS, 
CANADA, SELECTED YEARS, 1961-1971 























Cost of Hospital 
Shae Care in General Mental Tuberculosis All 
and Allied Hospital Care Hospital Care Hospital Care 
Special Hospitals 
Per Per Per Per 
Total Capita Total Capita Total Capita Total Capita 
$’000,000 $ $’000,000 $ $’000,000 $ $’000,000 -) 
1961 7O260TH 41281 132.8 T28 2833 1755 923.8 50.64 
1963 O27 a 48.85 looe2 8.34 3077 1.62 13116.0 58.81 
1966 13253,8 61.76 213.9 L052 32a 1.61 1,500.0 73.89 
1971 1,892.6 83.78 342.6 Po 7 29.7 31 -2.264.9 | 100.26 











Source: Based on Tables 20-17 and 20-18. 


other hand, during the period 1929-1935, per diem costs changed but little, 
while from 1936 to 1961 they grew at a trend rate of 7.5 per cent a year 
and between 1945 and 1961 at a trend rate of 10 per cent a year. What we 
have projected then is not the higher rate of the post-war period, not the 
lower rate of growth since 1913, but a rate, 7 per cent, that is close to 
that experienced in the twenty-five years since 1935. The average per diem 
costs of adult, children and new-born days of care provided in general and 
other special hospitals has been projected to increase from $19.73 in 
1961 to $28.97 in 1966 and $38.75 in 1971. 

Although we have projected that per diem costs will grow more 
slowly than in the recent past we are aware that our projection leads to 
a doubling of cost in a decade. We wish, therefore, to examine other 
evidence to support this projection and particularly to indicate the pos- 
sible margin of error. 

The cost of one day of hospital care is dependent on a wide variety 
of factors but these can be reduced to a few major categories: the cost 
of educating health personnel, the cost of medical and operational research, 
the quantity and quality of health services along with room and board 
provided for in-patients or out-patients and the wages and salaries paid 
to the hospital staff who supply such services. 

Leaving for the moment the question of future costs of education 
and research, which have traditionally accounted for a small proportion of 
total hospital costs, per diem costs of hospital care will depend on the 
quantity and quality of services and the wages and salaries of employees. 
Thus if the average patient obtains more health services, or more personal 
services of any sort, in a given day; then given the nature of hospital care ~ 
which makes it difficult to substitute capital for labour, there will be an 
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increase in labour costs per day and a general increase in per diem costs. 
Alternatively, if the quality of a given volume of services provided for 
patients increases, then the qualifications of the personnel providing such 
services will almost certainly have increased, and in turn this will enable 
them to command a higher salary commensurate with their greater amount 
of training and experience and again per diem costs will rise. As we 
indicated in Chapter 11, these trends have been operating in the past and, 
as a consequence, wages and salaries now account for close to 70 per cent 
of average per diem costs and have been pushing up per diem rates at a 
relatively high rate since the end of World War II. 

In our projection of per capita GNP in current dollars we have 
suggested that between 1961 and 1971, the trend rate of growth of per 
capita income would amount to about 5 per cent a year.1 Now even if 
there were no increase in the productivity of skilled hospital workers and 
the quality of output remained constant there would be some increase 
in the salaries of hospital employees in order to maintain a labour force. 
Where other sectors of the economy are experiencing an increase in demand 
and productivity increases, and paying higher incomes, then an industry 
which wishes to maintain a labour supply will be forced to increase salaries 
and wages if it is to survive. Nor is it only higher wages that are significant. 
As other industries reduce the length of the work-week and provide longer 
holidays, so industries that must operate 24 hours a day, seven days a 
week, will have to pay more to induce people to forego the convenience of 
working in industries that do not maintain such terms of employment. 
Because of the immobility of many workers already in an industry and 
the possibility of attracting personnel from other low-wage areas, an industry 
may survive for a time with wages substantially below those of other sectors 
of the economy—but likely at the price of operating with an inefficient 
labour force, with very low productivity. In the long run, older workers 
will retire, workers from other areas will no longer be forthcoming as 
they remain at home or migrate to other regions and the end result is an 
industry that cannot compete or do the job required by the community. 
It will then either disappear or, if a public responsibility, will have to 
engage in a costly crash programme to produce the skilled labour force 
needed and to pay them accordingly. 

In view of the importance attached to hospital care by all Canadians 
it is evident that such a state of affairs should not be allowed to develop. We 
are assuming that wages and salaries in hospitals, and with them per diem 
costs, will rise over the decade 1961-71. The question remains, however, 
rise by how much? Will they rise by less, more or at the same rate as per 


1 Assuming 4 per cent unemployment and an annual average increase in productivity of 
2.75 per cent. 
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capita incomes? Here it is necessary to refer to the quality and variety of 
services provided in hospitals since these will influence the educational and 
technical qualifications of personnel and thus their cost. 

A number of factors lead us to believe that the rate of increase will be 
at least equal to and possibly exceed the trend rate of growth of per capita 
income. The first is the shift of population, and with it hospital care, to 
larger centres of population and to bigger hospitals. Since wages and salaries 
are higher in urban areas, this would cause labour costs to rise more rapidly 
which would be further intensified by the propensity of large hospitals to 
employ more highly qualified staff. Second, the changes in medical tech- 
nology seem to carry with them, the need for more highly skilled personnel to 
operate equipment, to assist in operations, to supervise the complex teams 
providing nursing and other types of care. Third is the growing tendency to 
add new functions to hospitals such as psychiatric social work, medical social 
work, hospital based home care programmes, medical economics, computer 
analysis of records, etc., all of which again require highly qualified personnel. 
Finally, the highly individualistic nature of hospital care where few patients 
present the same symptoms, and where the sick appear to desire people and 
not gadgets, operate against the wide-spread substitution of machines for 
human beings in these complex situations. Some substitution of capital for 
labour has taken place, and will continue to do so, as will the substitution of 
less skilled for more skilled employees through specialization of function, 
both of which tend to prevent per diem labour costs from rising. Intensive 
treatment units have been developed—but the cost saving aspects of this 
development are, as yet, uncertain. Computors are developed which auto- 
matically record temperatures and bedside signals call nurses from their sta- 
tions, but neither have indicated that technology has progressed sufficiently to 
bring about a major change in the trend over the near term. 

One final point may be made here. It has been suggested that by 
segregating patients in short-stay and long-stay hospitals, the per diem cost 
of hospital care could be reduced. Since the room and board of a patient is 
relatively constant wherever he is housed, the cost reduction must come 
about through the reduced amount of expensive service provided in a short- 
term hospital. Such savings may be illusory, however, unless accompanied by 
a policy which prevents hospital beds from filling up with “unnecessary” 
active treatment patients when chronic and convalescent patients are removed. 
Indeed the treatment of chronic and convalescent patients in active treatment 
hospitals has kept the per diem cost of hospital care down rather than raised it. 
In 1961, the average per diem cost of short-term hospital care in the United 
States was $36.83 compared with an average cost of $19.73 in Canada. Part 
of this difference was the result of the manner in which the two figures were 
calculated and the general higher level of incomes in the United States, but a 
substantial part of the difference was the result of the American custom of 
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caring for many chronic patients in proprietary nursing homes where the lower 
average per diem costs cannot affect the cost of care in short-term hospitals.? 
Because long-stay patients in Canadian hospitals generally receive much less 
diagnostic services, and are often cared for by student nurses and nursing 
aides under the direction of registered nurses the cost of care is relatively 
low and pulls down the average for all patients. If such patients were removed, 
the per diem costs of those remaining would rise and if beds filled up with 
more intensive treatment patients the number of patients with high per diem 
costs would also increase. 

In view of the opportunities for advanced education and the alter- 
native occupations available for Canadians with the skills and ability required 
in hospitals subject to rapid scientific and technological change, along with 
the improvement in salaries and working conditions in other Canadian indus- 
tries and in those countries from which Canada has traditionally either 
drawn hospital staff or to which it has lost them, it does not seem unreasonable 
to project that salaries and wages of hospital staff will rise at a trend rate of 
4 to 5 per cent a year over the decade. 

Per diem costs will rise, not only because salaries of staff rise, but 
because in-patients and out-patients, on the average, will continue to receive 
more care in a given day. Part of this increase will be covered by improved 
productivity of existing staff and which is reflected in the projected increase 
in salary, but part will still have to be provided by new staff with new skills 
and this trend will become increasingly strong if hospitals become the institu- 
tion responsible for organizing community health care. 

In addition to these factors which will raise the per diem costs of 
hospital care, the trend to educate more health personnel in hospitals and to 
develop medical research in university oriented hospitals will raise costs even 
further in the future. Our recommendations relating to the payment of univer- 
sity medical personnel working in hospitals will transfer costs from education 
to hospital care. The establishment of a two-year education programme for 
nurses will, in the short run, raise the cost of education as well as the cost of 
patient care; as will the development and expansion of in-hospital training 
for technologists, medical librarians and other personnel. Increased payments 
to interns and residents will also be reflected in higher hospital costs. Over 
the long run, the increased supply of personnel and the benefits of medical 
research should prevent salaries from rising too rapidly and permit more 
care to be provided by a given number of personnel. In the short run, the 
most likely result is to increase quality of care resulting in increased per diem 
costs. 


1 The Canadian figure is based on all patient-days and includes chronic and convalescent 
hospitals. The American figure is based on adult-days and children-days only and includes only 
' short-stay hospitals. 
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Taking into account the prospective increases in the price of food, new 
drugs, and other supplies used in hospitals, though these are likely to rise 
much less than labour costs, a projected increase of 7 per cent a year is well 
within the bounds of probability.1 Projections of the cost of hospital care in 
the United States all tend to support this. Thus in 1961, a Columbia Uni- 
versity study relating to the cost of hospital care in active treatment hospitals 
in New York projected that within 5 years the cost of semi-private care in 
short-term hospitals in that city would rise to $68 a day.? Another projection 
for New York City hospitals suggests that the per diem costs of voluntary 
hospitals would rise by annual average rate of about 7 per cent in the period 
1960-1965 and by 5 to 8 per cent in municipal hospitals and this from a 
level which had long surpassed average per diem costs in Canada.? 

In choosing 7 per cent we believe that this is the upper limit to the 
increase in cost and that there is an excellent chance that costs may rise at 
a lower rate, particularly in the second half of the decade as organizational 
and other innovations improve the efficiency of hospital operation. Thus if 
per diem costs rise at a rate of 6 per cent instead of 7 per cent, the cost of 
a day of hospital care in 1971 would be $35.50 instead of $38.75—a reduc- 
tion in cost of $159 million. If in the less likely event the rate of increase 
were to be kept down to 5 per cent, the reduction in cost would be $329 
million, more than sufficient to finance the additional costs of a medical care 
and a Children’s Dental Programme. 

We have, in our recommendations, suggested that funds be made 
available for research into the operation of the hospital industry in order 
to ensure that the benefits of efficient operation are realized. It would, how- 
ever, be unrealistic to assume that expenditures can be prevented from rising 
without serious damage to the high quality of Canadian hospital care with 
all that this implies for other health services. Registered nurses may be earn- 
ing $5,750 a year in 1971 but this will not be a high salary compared to the 
general level of incomes at that time.* In the past, since hospital care was 
no more than custodial care, it could operate with staff who were paid among 


* Given the trend as projected above, regard should be given to the efforts made by some 
provincial administrations trying to keep cost increases of the existing level of services to a rate 
of 3 per cent per annum. 

* See State of New York, Report of the Joint Legislative Committee on Health Insurance 
Plans, 1961, p. 76. 

* See Klarman, H. E., Analysis of Increase in the Cost of Hospital Care. Unpublished 
paper presented to the Conference on the Economics of Health and Medical Care, The Uni- 
versity of Michigan, May 1962. 

“If a registered nurse was paid a salary of $290 a month in 1961 and received an annual 
increase of 5 per cent a year, in 1971 she would be earning $5,675 a year in salary. With 
additional earnings in the form of “fringe benefits” such as pensions, hospitalization, and medical 
insurance her income could well exceed $5,750. In fact, we have suggested that in order to 
attract a sufficient number of dental auxiliaries they may require a salary of $6,500 per annum 
by 1971. Registered nurses may have to be offered similar salaries if the two professions are to 
be equally attractive to young women considering a career in the health services field. 
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the lowest incomes of any in the country. In the future the price will have 
to be paid for high quality care. In an open economy like Canada’s, failure 
to pay the price required to obtain the skilled personnel needed will not nec- 
essarily result in the continuing underpayment of any group of workers for the 
benefit of the community as a whole. Rather it may bring about a transfer 
of workers to other more productive industries or increased emigration to 
other countries particularly the United States where salaries may be more in 
keeping with the investment in human capital. 

The volume of care provided in tuberculosis hospitals, mental 
hospitals and institutions for the mentally retarded has been projected in 
Chapter 14 and is shown in Table 20-18. The trend rate of growth of days 
of care in mental institutions has been projected at 2 per cent a year, the 
same as the growth of population, while for care provided in tuberculosis 
institutions the projection is one of a substantial decline. Increased expendi- 
tures on this type of hospital care will depend, therefore, on the projected 
rate of growth of per diem costs. These, in the post-war period, have 
increased at about the same rate as the cost of care in general hospitals 
but given the nature of care, have remained at a lower level. Our projec- 
tion is that the cost of care in tuberculosis hospitals will rise at the same 
trend rate of growth as per diem costs in active treatment hospitals; from 
$12.20 in 1961 to $23.95 in 1971. Our projection for mental institutions 
is that per diem costs will rise somewhat more rapidly as the quality and 
volume of care in mental institutions are improved. At a trend rate of 
growth of 8 per cent, per diem costs are projected to rise from $5.37 in 
1961 to $11.53 in 1971. The projected cost of hospital care assuming no 
change in the trend of hospital care for the mentally ill is set out in Table 
20-19. In 1966 it is estimated that the total cost will amount to $1,500 
million; of which tuberculosis hospital care will cost $33 million, mental 
hospital care $213 million, and care in general and allied special hospitals 
$1,254 million. By 1971 it is projected that tuberculosis hospital care will 
cost $30 million; mental hospital care, $343 million, and general and allied 
special hospital care $1,893 million for a total outlay of $2,265 million. 
In these projections the per capita cost is projected to double in the decade 
from $50.64 in 1961 to $100.26 in 1971. 


PROJECTED EXPENDITURES ASSUMING MORE RAPID INTEGRATION OF 
MENTAL HOSPITAL CARE INTO ACTIVE TREATMENT HOSPITALS 


The transformation of mental hospital care from long-term custodial 
care to shorter-term active treatment hospitals is projected to lead to an 
absolute decline in the volume of hospital care—a reduction of 600,000 
days of care from that projected without this programme. Such a reduc- 
tion cannot be achieved without cost and the cost is the more expensive 
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diagnostic, treatment and rehabilitation services provided in public general 
hospitals. We have therefore projected the cost of psychiatric care in 
general hospitals to rise at the same rate as other types of care while other 
hospital care, provided for those remaining in mental hospitals and for 
mentally retarded children in residential institutions and rehabilitation 
centres, is projected to increase at the same rate as the cost of mental 
hospital care in our previous projection—8 per cent. Table 20-20 gives 
the projected cost of hospital care for the mentally ill; $204 million in 
1966 and $351 million in 1971. The total cost does not differ significantly 
from our previous projections but it is evident that the type of care provided 
has substantial economic and social benefits as individuals are returned to 
the community. Further benefits could be expected as the population of 
mental institutions declined even further in the next decade. 

The total cost of hospital care in this programme is indicated in 
Table 20-21. From $924 million in 1961, expenditures are projected to 
increase to $1,490 million in 1966 and to $2,274 million in 1971. Again 
per capita costs are projected to double from $50.64 in 1961 to $100.64 
in 1971. The trend rate of growth of total spending in the decade is shown 
in Table 20-22. During the decade 1951-1961 this was 11 per cent a 
year, rising to 11.8 per cent a year in the quinquennium 1956-1961. The 
trend rate of growth is projected to decline slowly over the next decade to 
10.1 per cent in 1966 and to 8.8 per cent in 1971. For the whole decade 
the trend rate of growth projected is 9.4 per cent. These rates of growth are 
high but, to a large extent they carry with them extended life and reduced 
disability and pain. Opportunities for economy exist and should be grasped 
wherever possible, but if we are to benefit from scientific progress, we must 
be prepared to pay for such advances. 


Projected Expenditures on Other Health Services 


Expenditures on other health services include outlays for optometrists’ 
services, prescription glasses, services of chiropractors, osteopaths and 
podiatrists, home nursing care and prosthetic appliances. The limited nature 
of the data available necessitate projecting expenditures for this whole 
complex of services on the basis of post-war trends. In the period 1945-1961 
it is estimated that the average annual percentage increase in such expendi- 
tures amounted to 10 per cent. It is not likely, however, that a similar rate 
of growth will be achieved over the decade 1961-1971. Assuming no change 
in the scope of public and private prepayment plans, many of these services 
will not be covered by premiums and demand therefore will be limited. 
Technological change also should limit the increase in the price of glasses. — 





* We deal with chiropractors, osteopaths and podiatrists in Volume II. 
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Finally without a major change in the practice of medicine and the use 
of hospitals, the growth of home nursing services is unlikely to be substantial 
for some years to come. We have projected that the growth rate of spending 
on these health services will grow at a trend rate of 8 per cent a year 
in the quinquennium 1961-1966, and a rate of 5 per cent a year for the 
whole decade. Table 20-23 indicates the projected amounts. Assuming 
existing programmes, it is estimated that expenditures on “other” health 
services will amount to $145 million in 1966 and $170 million in 1971, 
or $7.14 and $7.53 per capita. 


TABLE 20-21 ESTIMATED COST OF HOSPITAL CARE ASSUMING DEVELOP- 
MENT OF A PROGRAMME FOR THE TREATMENT OF THE MENTALLY ILL 
IN PSYCHIATRIC HOSPITALS AND INSTITUTES FOR THE MENTALLY 
RETARDED, CANADA, SELECTED YEARS, 1961-1971 














Cost Cost of Cost of 


of General | Tuberculosis] Hospital Total Hospital Care 


cae Hospital Hospital Care for © |———______—__ 
Care Care Mentally Ill Total Per Capita 
$’000 , 000 $’000 , 000 $’000 , 000 $000 , 000 $ 
1961 762.6 2853 13253 O23 RT, 50.64 
1963 OF as 30.7 1d8 22 £11620 58.81 
1966 js Siete) Span i 203.6 1,490.1 73.40 
1971 1,892.6 Dae 4 SDd153 2521346 100.64 


Source: Based on Tables 20-19 and 20-20. 


TABLE 20-22 AVERAGE ANNUAL PERCENTAGE CHANGE IN 
EXPENDITURE ON HOSPITAL SERVICES, CANADA, 
SELECTED PERIODS, 1951-1971 














Percentage Change 
in Total Spending 
Period Assuming Assuming 


No Change Expansion of a 
Programme for 


in Programme the Mentally Ill 


TS FeO DG pitt yeeates Mohn gee ce AR eae ainciees ont was Me 10.2 — 
D0 196 [ee UNE es (Fs Bas Re od eR nee RIM Ue ma Lice — 
EID 196 12, et ene ei nian ee ee ee ued et ne 1120 — 
DG bs EGG ee ec oe es, cop dy ih ores yi tk ey tee haere etna 10e2 10.1 
UI 16s eed OR eRe eR sr Me SI ha ga Me ERE Coe ES om cd 8.5 8.8 
ANCL EA CE Ne agar Divs Henin. nae Pi ex Saar eet ta Mee ae rane atte 9.4 9.4 





Source: Based on Tables 11-1, 20-19 and 20-21. 
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Our recommendations relating to other health services have been 
the introduction of a programme providing prescription glasses for children 
and recipients of public assistance, the provision of prosthetic devices and 
the development of a programme of home nursing care. The first of these 
has been outlined earlier in this chapter and the estimated cost of the 
programme has been shown in Table 20-23. The cost of an expanded home 
nursing programme and prosthetic devices has not been calculated separately 
but is included in expenditures on other health services assuming expanded 
public programmes. It will be noted in Table 20-23 that these figures are 
approximately the same as projected expenditures without a programme; 
$140 million and $170 million compared with $145 and $170 million 
respectively. This is equivalent to assuming that the additional costs of 
home nursing care and prosthetic devices on the introduction of the pro- 
gramme would be offset by the reduction of spending on prescribed drugs 
which otherwise would be included in this figure. It is evident that this 
is not a substantial increase in spending but the development of a home 
nursing programme will result in the reduction of some hospital care so 
that funds now included in the hospital care projection would be available 
to finance an expanded home care programme. The additional cost of 
prosthetic appliances would be relatively small. 


Administrative Costs of Health Insurance 


During the post-war period the rapid increase in the extent of private 
prepayment plans for health services and the introduction of the national 
Hospital Insurance Programme in 1957 led to a substantial growth in 
administrative costs, although these remained a relatively small proportion of 
total health spending. Without an expansion of public programmes and with 
the more wide-spread use of data-processing equipment, the growth of such 
spending is projected at a lower rate for the decade 1961-1971; 5 per cent 
a year on the average. An expansion of individual health contracts might 
increase this rate of growth by 1 or 2 per cent since the selling costs associ- 
ated with such contracts are high, but this would not change substantially — 
total outlays in this area. 

With the introduction of a comprehensive public programme for medi- 
cal care, children’s dental and other programmes recommended in this 
Report, there will, no doubt, be some shift in the outlays for administrative 
costs between the private and the public sector. Since this will depend on the 
nature of programme in each province we have assumed that there will be 
no change in the relative cost of administration, any reduction in costs being 
offset by increased expenditures for operational research aiming at making 
the most efficient use of available health resources. 
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The estimated cost of administration is set out in Table 20-23. Total 
costs are projected to rise to $95 million in 1966 and to $116 million in 1971, 
or to $4.68 and $5.14 respectively. In view of the total projected expendi- 
tures of $2.7 billion and $4.0 billion in 1966 and 1971 (assuming expanded 
public programmes), the projected administrative costs are less than 4 per 
cent of total spending, an estimate that does not appear to be on the high 
side. 


Projected Expenditures on All Personal Health Services 


The expenditures on personal health services projected for the decade 
1961-1971 is shown in Table 20-23. Assuming no change in current public 
programmes total spending on such services is projected to increase from 
$1,724 million in 1961 to $2,562 million in 1966 and $3,617 million in 
1971, while per capita expenditures are projected to rise from $94.50 to 
$126.18 and $160.11 respectively. 

If the programmes we recommend can get under way by 1966, the 
projected level of spending in that year is $2,676 million and in 1971 $4,007 
million. Per capita spending would amount to $131.82 in 1966 and to 
$177.39 in 1971. The additional cost of expanded health programmes for 
personal health care would be $5.74 per capita in 1966 and $17.28 in 1971, 
an increase of about 5 per cent in 1966 and 11 per cent in 1971. 

As we pointed out earlier this projection is based on an estimated 

increase in the per diem costs of hospital care of 7 per cent a year. If this. 
projection were to prove too high, as well it may if changes in new methods. 
of caring for the sick are introduced, then to a significant extent the additional 
costs of public medical, dental and other programmes would be offset by 
lower hospital costs. For example, if per diem costs of hospital care rose by 
6 per cent instead of 7 per cent a year over the period 1961-1971, total’ 
per capita spending on personal health services would fall by about $5.50: 
in 1966 and about $7.00 in 1971. In the first instance this would amount. 
to almost the whole of the additional per capita cost arising from the intro-- 
duction of new programmes; in the second case it would amount to 40 per 
t cent. 
The changing pattern of consumer expenditures on health services: 
that we described in Chapter 11 is taken into account in making our projec- 
tion into the future. Table 20-24 indicates the manner in which consumers. 
/ are expected to allocate their spending with hospital services accounting for: 
ithe largest share of each dollar followed by physicians’ services, dentists’ 
/ services, prescribed drugs, other health services and the administrative costs 
of health insurance. Assuming no change in current public programmes it is. 
projected that the proportion spent on hospital care will rise to 58.6 per cent 
in 1966 and 62.6 in 1971 while the percentage spent on all other personal. 
health services, inclusive of prescribed drugs, is projected to decline. 
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In view of the limitations, in the short run, on expanding the supply 
of physicians and dentists, and the trend to substitute hospital care for the 
relatively scarce physician that we have already noted, it is not surprising 
that hospital expenditures are projected to grow more rapidly. Further, the 
fact that hospital care is the sole health service now available to all Cana- 
dians without any serious financial deterrent implies that the demand for such 
care will remain at a high level relative to other services that are not part 
of a public programme. 

The situation is somewhat different if the programmes we have rec- 
ommended in Chapter 2 come into operation by 1966. As shown in Table 
20-24, assuming expanded public programmes, hospital care continues to 
account for a larger share of the consumer dollar spent on personal health 
services, 56.8 per cent in 1971, (62.6 per cent). Physicians’ services would 
account for 19.9 per cent (17.9 per cent) and dentists’ services 6.7 per cent 
(5.9 per cent). Expenditures on other health services including prescribed 
glasses, etc., would represent 4.7 per cent (4.7 per cent) and administrative 
costs of health insurance would amount to 2.9 per cent (3.2 per cent). With 
the introduction of a public programme for prescribed drugs, expenditures 
on this item would rise notably, accounting for 9 per cent of total spending 
ILD / easO percent). 


Health Expenditures by Public Authorities 


Projected expenditures on public health, as shown in Table 20-4, 
include expenditures for a wide variety of services by all levels of government. 
Included are the administration of health departments, environmental sanita- 
tion, the control of radiation hazards, accident prevention, the control of 
communicable diseases, public health nursing, health education, school dental 
services, control of alcoholism, care finding for chronic disabilities, the training 
of personnel, health and statistical research and many other functions. 

Our projection, assuming no change in the level and content of public 
programmes is that this class of spending will rise at a trend rate of growth 
of about 6 per cent in the decade 1961-1971, increasing at a rate of 7.5 per 
cent in the first half of the decade and about 5 per cent in the second half. 
This is somewhat less than the growth rate of the post-war period which 
averaged 11.2 per cent but is not significantly less than the growth rate of 
the quinquennium 1957-1961 which amounted to 7.4 per cent. This projection 
results in total spending rising from $105 million in 1961 to $150 million in 
1966 and $190 million in 1971. Per capita expenditures rise from $5.76 
to $8.41. 





1 Figures in brackets relate to the proportion in 1971 assuming no expanded public 
programme. 
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On the assumption that the programmes we have recommended are in 
operation by 1966 some of the expenditures, now included as part of public 
health expenditures, would be included in other categories of health spending. 
Thus research and health education grants would be included in these par- 
ticular categories while school dental and eye care services would be included 
in the cost of these particular programmes. On the other hand, there will be 
still a growth of spending in such areas as environmental sanitation, air and 
water pollution and many other areas. In these circumstances we have felt, 
on the basis of the evidence available, that it was not possible to re-allocate 
public health expenditures and we have assumed that public health expen- 
ditures will be the same without or with a change in public programmes. This 
has the effect likely of over-estimating to some extent the cost of health 
services in the latter case. 


Projected Expenditures on Health Capital 


EXPENDITURES ON HOSPITAL FACILITIES 


Projected expenditures on hospital facilities have been based on the 
projected supply of hospital beds as described in Chapter 14. In 1966, it is 
estimated that in order to meet the needs of a growing population, to provide 
psychiatric care in general hospitals and to replace obsolescent facilities, 6,625 
beds and 570 bassinets must be constructed in general hospitals along with 
1,000 beds in institutions for the mentally retarded. In 1971, the numbers 
to be built are 6,870, 800 and 1,500 respectively. 

Expenditures on General Hospital Facilities—Having in this manner 
estimated the total number of beds to be built, expenditures on hospital capital 
will depend on the projected cost of providing these hospital beds. It must 
be recognized in this context that a hospital bed is more than just the provision 
of space for a patient. Indeed a hospital bed is a surrogate for a whole complex 
of facilities ranging from space in a public ward to a residence for interns or 
nurses; from an out-patient department to an operating room; from a 
pathology laboratory to a university medical research department. In these 
circumstances the average cost of a hospital bed will depend on the facilities 
associated with the bed. In a hospital for long-stay patients the average cost 
per bed will be substantially lower than in a hospital which is part of 4 
university teaching hospital with a full complement of research and educational 
facilities. The influence of these requirements are indicated in the range of 
average cost of a hospital bed which varied from $9,000 to $25,000 in 1961." 





1See Department of National Health and Welfare, Canada’s Health and Welfare, Ottawa: 
Queen’s Printer, March 1961. 
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In view of this wide variation of costs, the projected average cost of 
a general hospital bed over the decade 1961-1971 can only be presented in 
the form of a reasonable approximation. There will be increases in cost asso- 
ciated with a rise in the general level of prices but the most significant factor 
contributing to the increase in costs of a hospital bed will be the greater 
average size of hospital. The larger the hospital, the greater the volume of 
ancillary services provided and education and research undertaken. Offsetting 
these increases to some extent could be the increased productivity of the 
hospital construction industry. The latter, however, will depend on the con- 
tinued ability of the industry in adapting mass production techniques to the 
construction of facilities which often must be custom-built. In view of these 
developments, in Table 20-25, we have projected that the average cost of 
building a hospital bed will rise from $18,000 in 1962-1963 to $20,000 in 
1966 and to $24,000 in 1971, an annual average increase of 3.7 per cent over 
the eight-year period. The cost of a bassinet is projected to rise to $6,600 and 
to $8,000 in 1966 and 1971 respectively.? Multiplying the projected average 
cost by projected bed requirements it is estimated that by 1966 the cost of 
new facilities in general hospitals would amount to $132.5 million and in 1971 
to $164.9 million.? 


Expenditures on Facilities for the Mentally Retarded—Since new 
buildings for the care of the mentally ill have been included in the projected 
cost of general hospital facilities, the remaining facilities to be built are 
residential schools and training institutions for the mentally retarded. Since 
such institutions will not require the facilities available in general hospitals, 
the cost per bed has been projected at $7,500 in 1966 and $10,000 in 1971 
for a total expenditure of $7.5 million and $15 million respectively. 


Total Expenditures on Hospital Facilities—As shown in Table 20-25, 
the total cost of construction for hospital facilities is projected at $143.8 
million in 1966 and $186.3 million in 1971; the equivalent of $8.27 and 
$9.31 per capita. These sums are not greater than the per capita outlays 
of the decade 1953-1963,* but this is to be expected since in that period, 
hospital facilities were built in order to meet the needs of a rapidly expanding 
Hospital Insurance Programme. 


1The estimated cost of 1963 has been calculated by constructing a weighted average 
of hospital construction costs as reported in Hospital Administration in Canada, January 1962 
to June 1963. 

2See Department of National Health and Welfare, Canada’s Health and Welfare, op. cit. 
For purposes of determining the share of the Federal Government in the costs of new con- 
structions, bassinets are valued at one-third of the cost of a hospital bed. 

3 See Table 20-25. 

*See Table 11-5. 
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EXPENDITURES ON ALL CAPITAL FACILITIES 


In addition to expenditures on hospital construction, the develop- 
ment of health services projected for the decades 1961-1971 implies that 
there must be an expansion of educational facilities for health personnel, 
clinics and mobile equipment for the children’s dental service, as well as the 
construction of office and laboratory space for private physicians. We have 
made an estimate of expenditures on medical schools, dental schools, 
university nursing schools and facilities for the expansion of dental services 
and these are presented in Table 20-26. 

On the basis of the expansion of medical schools, dental schools, 
and schools of nursing recommended in Chapter 13, the cost of such 
facilities in 1966 is projected to amount to $17 million and to $21.5 million 
in 1971. The estimated cost of establishing facilities for the training of dental 
auxiliaries is $7 million in 1966 as the programme gets under way and 
$2.5 million for expansion in 1971. The total expenditures on capital 
facilities is estimated to amount to $168 million in 1966 and $210 million 
in 1971, or to $8.27 and $9.31 per capita.1 


TABLE 20-26 ESTIMATED CAPITAL EXPENDITURES BY TYPE OF 
CONSTRUCTION, CANADA, 1966 AND 1971 





Capital Total 
Hospital Niedical Dental Nursing Outlay for Expenditures 
Year | Construc- Schools Schools Schools Expansion 
tion of Dental Per 
: Total : 
Services Capita 
$’000,000 | $’000,000 | $000,000 | $’000,000 | $000,000 || $’000,000 S 
Assuming Expansion of Public Programmes 
1966* 143.8 10.0 5.0 2.0 7.0 167.8 $27 
1971* 186.3 10.0 8.0 3.5 22 ef 210.3 9.31 





* Projected. 
Source: Based on Table 20-25; and Madden, J. J., Economics of Health, a study pre- 
pared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


Expenditures on Grants-in-Aid of Education 


Chapter 2 indicates the recommendations made to ensure that suffici- 
ent personnel will be available to provide the level of service we believe to 
be adequate in the decade ending 1971. The expenditures arising from these 
- recommendations are set forth in Table 20-27 and amount to $24.7 million 
in 1966 and to $26 million in 1971, or $1.22 and $1.15 per capita. 


1 See Table 20-26. 
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The cost of bursaries for nursing education provided in hospitals 
is included in the cost of hospital care. The cost of undergraduate educa- 
tion for physicians, dentists and nurses is based on the number of students 
projected to be receiving their education in the years when bursaries are 
made available and the size of grant made. For these categories of profes- 
sional personnel it is estimated that expenditures on bursaries would 
amount to $6 million in 1966 and to $6.2 million in 1971. Projected 
bursaries for the education of other health personnel amount to $0.5 mil- 
lion in both years. In addition, since universities will have to face addi- 
tional costs arising from the expansion of educational facilities, we have 
recommended earlier that a grant of 50 cents per capita be made by the 
Federal Government to each of the provinces to assist in this operation. The 
cost of this grant is estimated to be $10.2 million in 1966 and $11.3 
million in 1971. The capital costs of schools for training dental auxiliaries 
for the children’s dental care programme have been included in projected 
capital costs outlined above. The operating costs of such establishments 
have been projected at $5 million a year down to 1971. Finally the costs 
of post-graduate education, other than that associated with research expendi- 
tures, has been projected at $3 million a year in this period. This includes 
the expenditures on medical, dental and nursing post-graduate education. 


SUMMARY OF PROJECTED TOTAL HEALTH SPENDING 


We have examined past trends in health spending and we have 
projected future trends in spending. In so doing, where it has been desirable 
to develop alternative projections, we have not generally accepted the lower 
estimate of future spending. Indeed, where there was a probability that 
a lower growth of spending might be realized, as in the case of expenditures 
on hospital care, we have used the higher rate of growth in our projections.? 
Yet even on the basis of these projections, health expenditures, while grow- 
ing rapidly, are projected to account for a relatively small proportion of 
future total output or spending. | 

For the decade 1961-1971, assuming no change in the scope of 
public programmes for the provision of health services from that existing 
in 1961, and assuming that Gross National Expenditure in current dollars 
grows at a trend rate consistent with a level of unemployment of 4 per 


1Much of the ill-repute into which projections on health spending have fallen has been 
the consequence of the under-estimate of the cost of the British National Health Service. 
- Benefiting from the experiences of other countries and in view of the knowledge of health 
- spending available today, and more particularly in the light of the amount already being spent 
on health, we consider the estimates presented here to be realistic. 
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cent and average labour productivity that grows at 2.75 per cent a year, 
our conclusion is that the spending on health services and health capital 
will account for the same proportion of GNE in 1966 as in 1961 (5.4 
per cent) and will increase by one-tenth of a percentage point by 1971. 
If expenditures on health education and health research were included, the 
percentage of GNE allocated to health would rise only from 5.5 to 5.7 
per cent over the decade. Even with a lower projection of GNE, the 
proportion spent on health rises only from 5.4 to 5.8 per cent and with 
research and health education still would not exceed 6 per cent. To the 
extent that hospital expenditures grow at a slower rate than that projected 
here it is well within the bounds of possibility that the percentage spent 
on health would be no greater in 1971 than it was in 1961. Nor does the 
implementation of the programmes we have recommended lead to any sub- 
stantial increase in the proportion of GNE allocated to health. With a 
reasonable growth of GNE, in 1966 the additional proportion of GNE 
allocated to health is two-tenths of one per cent and by 1971 amounts to 
one-half of one per cent. With a slower rate of growth of GNE, the increased 
proportion allocated to health over the decade is still less than one per cent. 

We have emphasized the difficulties that arise in isolating the contri- 
butions of real expenditures and price increase to the growth rate of total 
spending on health services and capital. Taking this into account, for the 
period 1961-1971, our projections indicate that real health spending as a 
percentage of GNE will rise by only 0.8 per cent to 6 per cent over the 
decade, if the level of output grows at a reasonably high rate. This, despite the 
implementation of the programmes that we have recommended. With a 
slower rate of growth of GNP, the increase is somewhat greater, rising by 
1.2 percentage points to 6.4 per cent of GNP. On the other hand, a more 
rapid rate of growth of GNP, consequent on a level of unemployment below 
4 per cent and a higher level of productivity increase could reduce the per- 
centage of output absorbed by health services to less than 6 per cent. 

The further into the future projections are pushed, the less certain 
we are how close they will be to the actual growth path. We have, however, 
tried to estimate what the level of real expenditures would be over the period 
1961-1991, and we have concluded that if total output grows at a reason- 
ably high rate, the proportion of GNE spent on health services and capital is 
unlikely to exceed 6.6 per cent. At that percentage, which would hold in 
1981, each Canadian on the average obtains the equivalent of double the 
amount of health care that was received in 1961. Although in 1961 there 
were many Canadians receiving less health services than they would have 
liked to obtain, or should have obtained, the average level of utilization of 
hospital, medical and other services was fairly high. In projecting, a doubling 
of real per capita outlays we have allowed not only for an increase in the 
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quality of service but projected a high level of average utilization as well. In 
the event that the rate of growth of utilization of health services were to slow 
down more rapidly than we have predicted, as it might in the nineteen 
seventies, the proportion of GNE spent on health may not rise above 6 
per cent of real GNP and still permit per capita utilization to double by 1991. 
It is true that, with a slower rate of growth of GNP or GNE, projected real 
expenditures on health could amount to 7.5 per cent by 1986 and only begin 
to decline below that level by 1991. Here we believe that a lower growth rate 
of total output would, almost certainly, be associated with a lower growth 
rate of utilization of health services. In an economy in which output is not 
expanding rapidly, the choice between having more of one thing and less of 
something else is made much more explicit. In such circumstances, health 
expenditures would likely account for a smaller proportion of GNE and 
perhaps would not exceed 7 per cent. Even this amount would permit spend- 
ing in real terms to double over the years 1961 to 1991. 

Despite the large sums that we expect to see spent on health over the 
next decade, the proportion of GNE allocated to health spending of all 
kinds including research and education is unlikely to exceed 6.5 per cent 
whether measured in current or constant dollars. Over the 30 years to 1991, 
the proportion is unlikely to exceed 7 per cent and the probability is that 
it will be closer to 6.5 per cent of real GNE than to 7 per cent. 

Finally, we must emphasize that all these projections are extrapola- 
tions of existing trends. They do not take account, for example, of the effect 
on expenditures of different methods of providing health care, of the effect 
of the introduction of fluoridation or a home care programme, or of a different 
method of education of health personnel. In each of these areas, there is little 
doubt that improvements can be made which would reduce the cost, and 
thus the proportion of GNE devoted to health services. The realization of 
these gains must wait on more research and investigation. 

Our conclusions are that, in view of the growth of per capita Canadian: 
incomes, the allocation of 6.5 or even 7 per cent of such income to health 
services is unlikely to have deleterious effects on our economy. The single 
most pervasive fact of the last twenty-five years has been the great rise in 
the real income per capita of Canadians and it has been this increase in real! 
income that has enabled them to spend increasing amounts on health care,. 
while as a proportion of GNE, health spending has remained below 5.5 
per cent. We see no valid reason why real per capita income should not 
continue to rise in the future and thus permit Canadians to increase their 
spending on health services. Nor does an increase of 1 per cent in the pro- 


1 See Somers, Herman M., and Somers, Anne R., Doctors, Patients and Health Insurance,. 
The Brookings Institution, Washington, D.C., May 1961, p. 521, where it is suggested that by’ 
.1970, about 7 per cent of the National Income of the United States will be devoted to health.. 
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portion of GNE allocated to health services over the decade 1961-1971 nec- 
essarily indicate that other sectors of the economy will be denied the resources 
they need or that substantial inflationary pressures will be generated. 

We pointed out earlier in our Report’ that the health industry has 
played a significant role in contributing to the rate of economic growth, 
both because it provided a demand for labour and capital and because health 
expenditures are, in a large part, an investment in human capital. Further, 
there is not likely to be any chronic shortage of domestic savings or of labour 
over the next decade that would prevent the maintenance of a high rate of 
growth of income. Again the health industry is expected to provide a 
growing volume of employment for the available labour force while at the 
same time expenditures on health continue to play their part in adding to the 
volume of investment embodied in the labour force. Although we recognize 
that the general price level will increase because among many other reasons, 
of increased prices in the health industry; the recommendations that we have 
made are such as to provide sufficient funds to finance the rate of growth 
of output we envisage but not of the magnitude to generate waste. At the 
same time we have recommended that measures be taken to improve the 
organization of health services and to expand the supply of professional per- 
sonnel that will help prices from rising in this particular industry as much as 
they otherwise might have risen. 

There are many economic issues of great importance that Canada 
faces today, but by far the most significant is the maintenance of a high rate 
of economic growth. In the achievement of this objective, two factors are of 
crucial importance: the reduction of unemployment to a level below that of 
the recent past and a high level of investment in physical and human capital. 
Expenditures on health services, unlike many other expenditures, to a sub- 
stantial extent, meet these criteria. Health services are part of the service 
industry to which many look to provide the growth of employment in the 
future.” Hospital construction is part of the physical investment we require 
while the use of health services can make a contribution to the investment 
embodied in human beings. While not all health expenditures are in this last 
category, a sufficient amount is, including research and educational expend- 
itures, to enable us to suggest that the level of expenditures envisaged here 
is likely to have a favourable effect on economic growth over the foreseeabie 
future. 

Despite the importance of physical capital in producing output, failure 
to pursue vigorous health—and educational—policies and programmes leads 
to smaller increases in output in the long run. It is also associated with higher 


1See Chapter 19. 


2See Report of the Special Committee of the Senate on Manpower and Employment, 
Ottawa: Queen’s Printer, 1961, p. 4. 
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public expenditures in the short run as unproductive citizens have to be sup- 
ported rather than producing a net contribution for society. If resources 
that could be used to produce health services are idle because they are 
unemployed the waste is all the more evident. 

It is in this context that the projected cost of our recommendations 
should be viewed. With no change in the scope of health programmes, expend- 
itures on health care will rise as an increasingly rich society ensures that 
it is able to enjoy the opportunities available and the fruits of its efforts. 
Without a medical or dental care programme, per capita outlays in current 
dollars are projected to rise, by $67 between 1961 and 1971 (provided hos- 
pital services are maintained at a high level of quality). The additional cost 
of our recommendations, $7 per capita in 1966 and $17 in 1971, are of such 
a magnitude that they are unlikely to reduce the volume of savings to a level 
sufficient to retard capital accumulation or to generate inflation of any sizeable 
amount. 

Over the next decade, even with the expansion of health services 
envisaged in this Report, the proportion of output or expenditures allocated 
to the health sector is not substantially larger than what is now being spent 
and is unlikely to place a heavy burden on the human and physical resources 
of our country. Even over the longer term, the next thirty years, we believe 
on the basis of present evidence that health care will not present an unsup- 
portable burden for this country. 

We should like to affirm what we have emphasized in Chapter 12, 
the economic benefits of health services. We have spoken there of the oppor- 
tunity society where good health is the key to the benefits availab'e in our 
increasingly wealthy country. These opportunities depend on the acquisition 
of education and skills as well as health but if these are available to the indi- 
vidual Canadian, whether or not he has the income to purchase them, then 
he can make his contribution to the growth of output and income which will 
benefit not only himself, but through his taxes, others. in the community. 
Canadians, with sufficiently high incomes have pointed the way by spending 
an increasing share of this income on health services. 


Our recommendations are such that we wish to speed up the day when 
all have access to health services that will enable them to make their con- 
tribution to Canada’s welfare. Low incomes and poor health have been too 
closely associated for us to ignore the adverse effects on income distribution 
of chronic illness and disability. Expenditures on good health may well be 
as efficient a device for equalizing the distribution of income as any subsidy 
can possibly be. Nor is the cost of the best possible health care overwhelming, 
and Canada has the resources—let there be no mistake as to that—and the 
competence to implement a comprehensive Health Services Programme for 
all her people. 
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The difference between a comprehensive health care programme such 
as we recommend in Chapter 2 would involve, by 1971, an additional sum of 
$466 million as compared with the $4,015 million Canadians are likely to 
spend in any event in that year, or a further 11 per cent.1 We sincerely believe 
that such an additional expenditure which would enable us to make more 
effective use of the health resources of the country to the benefit of all Cana- 
dians would be the most worthwhile investment in the productivity and well- 
being of the Canadian people that responsible citizens of this country could 
insist upon. 


1In current dollars, see Table 20-4. 
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Financing of Health Services 


In the preceding chapters we have examined the general trends in health 
expenditures and government expenditures that have operated in the past 
and we have projected these trends into the future. In so doing we have 
recognized that changes in the political, social and economic structure of 
Canada, as well as for most other nations in the world, have been associated 
with increased public expenditures, and increased public expenditures for 
health in particular. We have noted explicitly some of the factors associated 
with this development and we have emphasized the relationships between 
government outlays on health services and the maintenance of a high level of 
demand, both private and public in recent years, as well as with the ability 
of the Canadian people and the economy to provide the resources needed for 
the expansion of our health services. We have taken into account the growth 
of the Canadian population and productivity, that is the expansion of the 
Canadian economy in general, in recommending the development of new 
programmes and the improvement of existing ones, presented in Chapter 2. 

Yet though there can be no doubt that the expansion of a health 
services programme on the scale we have indicated will not constitute an 
undue burden on the economy, and indeed will perform the function of 
increased investment, what we have not done so far is to examine the 
sources of funds for this development and to assess the implications of 
financing an expanding health programme largely through public funds. 

The studies that have been prepared for us indicate that a sub- 
stantial expansion of the public sector of the Canadian economy appears 
to be complementary with a rise in affluence. By the same token the 
revenue available to governments shouid also increase to match and to 
finance the increasing level of public services, including health services. 
It is not, however, within the scope of our resources and terms of reference 
to examine the economic effects of government financing in detail. This 
would call for an extensive inquiry and analysis that is already being car- 
ried out by other Royal Commissions in the area of taxation and economic 
policy. 
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We are also aware that in Canada’s federal structure, the responsi- 
bility of the provision of most health services lies in the provincial domain 
and that provincial governments may choose to finance their share of the 
cost of health programmes in a variety of ways. 

To complete the task entrusted to us we now turn to an examina- 
tion of the financing of health services. In what follows we have drawn 
on a special study prepared for us in this area. 


BALANCE BETWEEN PRIVATE AND PUBLIC 
EXPENDITURES . 


It is sometimes said that expenditures made in the public sector 
are a burden upon the whole economy. It is undoubtedly true that given 
full employment of resources, the provision of public services utilizes factors 
of production which would otherwise be used to produce private goods. If 
there is unemployment, however, expansion of the public sector does not 
imply a reduction of output of private goods but induces an increase in 
the total Gross National Product until a high level of employment is 
reached. The resulting pattern of output then comes to consist of the same 
level of output of private goods, but a higher level of public goods and 
serv.ces than before. The latter in turn may contribute to an increase in 
private output. There are complications in that the new pattern of resource 
use induces changes in private consumption and investment, depending on 
the methods of financing used, but the basic simplicity of the proposition 
remains. If there are unused resources, output will be increased if the goy- 
ernment puts them to work, and there is no burden on the economy. 

If there is a high level of employment and the government increases 
expenditures, there are many varying effects, depending upon how the 
increased expenditures are financed. In any event there is a reduction in 
the proportion of private output to total output. If total output is increasing 
over time both private and public output can be increased, and this has 
been a secular trend in the developed countries of the world, with the public 
sector expanding at a higher rate than the private. Indeed, certain public 
services are required to permit a high rate of over-all economic growth; an 
appropriate balance between private and public goods is essential for con- 
tinuing economic progress. 


*See Hanson, E., The Public Finance Aspects of Health Services, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 
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The funds to finance this expansion of government activities may 
come from a variety of sources; from the accumulated surpluses of previous 
years (a fairly rare phenomenon), from the sale of bonds to the general 
public or from the creation of new money by the sale of bonds to the 
Bank of Canada. All of these have effects upon the allocation of resources, 
the supply of labour and capital, the distribution of income, the stability 
of incomes and prices, and the administrative machinery of the economy. 
For example, a progressive personal income tax tends to reduce not only 
the total output of private goods and services and increase that of public 
services as the funds are spent by the government, but will also affect 
resource allocation within the private sector of the economy. Fewer yachts 
and elaborate houses will tend to be built, and the output of “luxuries” 
generally will tend to diminish. Such a tax may tend to reduce the level 
of private savings and capital formation. On the other hand, the government 
expenditure of the funds obtained may yield a larger output over time than 
the private savings foregone would have done when utilized in private 
capital formation. 

It is claimed by some experts that the harmful effects of the tax on 
the motivations to save and to invest have been exaggerated, particularly if 
society is given time to adjust and is not shocked by sudden and unexpected 
changes. Whatever empirical studies exist have proved inconclusive. Much 
saving is automatic and institutionalized in nature. Depreciation allowances 
and the retained profits of corporations constitute a major proportion of sav- 
ings and are affected relatively little by a personal progressive income tax. 
Much has been made of the potential reduction in the supply of labour. It is 
argued that the tax reduces the incentive to work and that it tends to induce 
people to substitute leisure. Both theoretical analyses and empirical investiga- 
tions have yielded few firm conclusions on the question. It appears that people 
earning high incomes will continue to work regardless of the tax because they 
like their jobs and because they are concerned about maintaining their rela- 
tive status in society. People earning lower incomes who are affected by the 
tax may decide to increase their efforts in order to maintain their absolute, as 
well as relative, levels of income. The arguments and analyses cut both ways; 
the tax will tend to reduce the labour provided by some individuals and to 
increase that of others. It is a complex question in which varying conditions 
and assumptions can be analysed. 

In addition, the government expenditure financed by the tax (e.g., 
health services) can increase both the quantity and quality of labour. It can 
perform the function of investment in human capital. A lowering of mortality 
rates and the incidence of illness among the labour force may result in an 
increase of the total number of man-days worked during a given period. A 
rise in the health of the labour force increases the productivity of workers. 
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The provision of welfare measures and subsidized housing may induce a feel- 
ing of security, stability and well-being among the labour force which will 
tend to increase the supply of labour both quantitatively and qualitatively. 
Many other examples could be cited. 

A progressive income tax will tend to equalize incomes, which in 
time will have various allocative effects on which we shall not dwell. The 
expenditure of the funds on public goods and services also tends to be 
equalizing since these may be enjoyed by everyone in the country. The tax 
will withdraw funds from the private sector, reducing the pressure upon 
prices, while the expenditure of the proceeds will have the opposite effect. 
Thus the potential inflationary effect of the government expenditure tends 
to be offset by the tax. Finally, the collection of the tax will call for the 
organization of an administrative agency in the public sector. There will also 
be changes in the private sector; for example, if the tax is collected periodi- 
cally at the source, employers of labour will have to make special accounting 
adjustments. The expenditure of the funds collected will also call for new 
administrative arrangements in the public sector. 

We could work our way through the various kinds of taxes and 
expenditures in the above manner and in much more detail. This is a major 
task which we did not undertake. Enough has been said, however, to make 
one careful about statements regarding the burden of taxes and benefits of 
expenditures. What we are saying is that the public sector may be either too 
small or too large to achieve that balance between private and collective 
goods which promotes optimum resource allocation, a rapid rate of continu- 
ing economic growth, a desired income distribution, full employment without 
inflation, and productive and administrative efficiency throughout the whole 
economy. There is no statistical magic number which measures this state of 
affairs; conditions change over time. An economy with a low level of produc- 
tion will tend to have a smaller public sector proportionately than a highly 
developed economy. As the Gross National Product grows, both the public 
sector and the level of taxation necessary to support it, can and will tend to 
rise. 

That this has been the case in Canada can be seen from an examina- 
tion of Table 21-1. Because it is not possible to eliminate the effect or price 
change from taxes the data are presented in current dollars. Between 1949 
and 1961, government revenue as a proportion of GNP rose from 25.1 per 
cent to 29.7 per cent and the latter in a year when the rate of growth of 
GNP was not particularly rapid. All major classes of revenue rose including 
direct taxes, indirect taxes, investment income and other revenue; but direct 
taxes did not account for a larger proportion of total government revenue 
over the period. 
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TABLE 21-1 TOTAL REVENUE, ALL GOVERNMENTS, CANADA, 1949, 1955 
AND 1961 


($ ’000,000) 


Item ) 1949 1955 1961 

Direct Taxes 
EOE SYET SSC Ss Rn ae 789 1,499 goal 
ORO MG eo cas scnsasttwseasvesvanscadsoassSaanseserepukeavaterees 718 1,202 1,612 
SMT FV <a dl ea ln 47 67 116 
Be ITE CET ARCS A sos sssdi sani tos ole hiuictah savicdanousorandendae wiekdeanaboonvees 1,554 2,838 4,239 
USI SSSA TON, CoS TO ee A OT 1,885 3,319 4,970 
MOST SCORING oa s.cickssererianewsestnsosvsvcoddvoutedonnsatandebenaonice 419 753 1,130 
UIST cr RRR ie RUE SSN SRT ER RATE CR NE PH nM aga I aD 239 476 787 
Total Revenue, All Governments cis... sciccccssesvnssecdvedencees 4,097 7,386 11,126 


(Per Cent of Gross National Product) 


TRC SUBST S. GS eas een oy a ae AR RA ate NR ae a eee 9.5 10.4 11.3 
“TENE CCRC POSS alls A cee Ot Od are A a 1.5 122 13.3 
erie RACHA IC ONC se ae ese OOo se soe pasate banc ebooks 2.6 2.8 3.0 
LE eNO A ERE RET ee ERT EE ee 1.5 1.8 264 
PotalRe venue. All GOvVErMINGMS.. ....0.ccc.sccccccededaoeslocdsesdasecoactbons 25-1 9 AP 29.7 


*Includes customs import duties, excise duties, excise taxes, amusement taxes, gasoline taxes, 
licences and fees, real property taxes, retail sales taxes, and miscellaneous. 


**Includes interest on government-held public funds, loans, advances and investments, and 
also profits (net of losses) of government business enterprises. 


tIincludes contributions to public service pensions, unemployment insurance, workmen’s 
compensation, and industrial employees’ vacations. 


Source: Hanson, E., The Public Finance Aspects of Health Services, a study prepared for 
the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. See Appendix A, Table 
A-3. 


Again Canada experienced much the same type of development as 
other industrialized countries whose tax receipts rose to match their increased 
expenditures. With respect to the ratio of total taxes collected to GNP, exclu- 
sive of investment income and other revenue, this ratio is higher for most 
western European countries and the United States than for Canada. Only a 
few developed countries fall below the Canadian ratio. A recent tabulation 
in the Canadian Tax Journal has set out the level of total taxation as a per- 
centage of GNP for forty countries in 1960.1 In this group West Germany 


1 Canadian Tax Journal, Canadian Tax Foundation, Toronto, September-October, 1962, 
pp. 348 and 349. Data derived from the United Nations Statistical Office, Yearbook of National 
Accounts Statistics, 1961. 
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leads with 34 per cent, followed by France with 33.2 per cent, Austria with 
32.9 per cent, Norway with 32.1 per cent, Sweden with 31.3 per cent. The 
United Kingdom ranks tenth with 27.9 per cent and the United States eleventh 
with 27.5 per cent. Canada ranks fourteenth with 24.8 per cent. Twenty-one 
countries, nearly all in the under-developed category, had levels below 20 
per cent, with Nigeria at the bottom of the list with 8.6 per cent. 

As in the past, so in the future, the expansion of public services and 
the provision of transfer payments will be associated with taxation. To 
finance these outlays existing taxes and other revenue sources used by all 
levels of government will have to continue to be used. Improvements in tax 
regulations and administration will have to be sought but if the Gross 
National Product increases as we have indicated it can and will, the Canadian 
economy should be able to provide more funds for private spending as well 
as more funds for public spending if the community so desires. In this 
latter category, health services are one area in which the public demands 
have been substantial. 


FINANCING PROJECTED HEALTH EXPENDITURES 


When we turn to the financing of projected health expenditures the 
first question we have to consider is: what is private spending and what is 
public spending? If a family meets the cost of a particular health service out 
of wages or income from property, clearly this is private spending. What are 
we to say though if the payment is made out of family allowances, old age 
pensions, pensions for the blind or from unemployment insurance. In this 
case payment is financed by a transfer payment and could, logically, be 
treated as a publicly financed expenditure although it is not in practice pos- 
sible to do so. 

Families may have their health expenditures met by private insurance 
programmes, the premiums for which are paid by firms and deductions from 
payrolls. This can be considered as a private expenditure since premiums 
cover the full cost of care and are met by individuals.t When premiums are 
collected by a government agency which in turn pays private suppliers and 
non-profit organizations for services rendered, it is the convention to class these 
payments as public spending. The substitution of one form of payroll deduc- 
tion for another form of payroll deduction does not, in itself, convert private 
spending into public spending and a different convention could well lead to 
such premiums being classified as private outlays even though the interme- 
diary is a government agency. 





*To the extent that firms deduct contributions to health insurance programmes as a 
cost of business, public funds are used to subsidize health care since government foregoes taxes 
it could have collected. 
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This point is particularly significant when assessing the projected cost 
of public health services programmes. With the implementation of the recom- 
mendations of the Commission there would be an expansion of the propor- 
tion of total spending financed in the public sector. This would be due partly 
to new spending initiated under the programmes but primarily because private 
spending now would become public spending. Much of the increased expendi- 
tures associated with our recommendations is the consequence of a shift in 
the method of paying for health services that would be purchased whether or 
not any expansion of public programmes takes place. 

There is thus, a range of methods of financing, some of which are 
clearly private, others which are clearly public and some which can be classi- 
fied as either. To some extent the distribution of health expenditures between 
the private and the public sector is a matter of judgment depending on the 
conventions adopted. 

In these projections, however, we have assumed that where public 
programmes exist, for the most part they will be financed completely by the 
public sector. Our projections tend then to maximize the size of the public 
sector but this has been offset to some extent by attributing some public 
expenditures to the private sector, a development which was made necessary 
by the limited nature of the data relating to spending on some health items. 
On the basis of the data available, and in view of the uncertainties of the 
future, our projections are approximate. But they provide a reasonable 
indication of the magnitude of the expenditures to be made in the public 
sector. 


Financing Projected Health Expenditures, Assuming Existing 
Public Programmes, in Current Dollars, 1966 and 1971 


We have described the trends in the financing of health services in the 
post-war period in Chapter 11 and our projection in current dollars for the 
years 1966 and 1971 is based on the trends indicated there. The proportion of 
medical care expenditures attributable to the public sector has been projected 
at 12.5 per cent over the decade 1961-1971. This was the proportion so 
financed in 1961 and is close to the percentage of the previous two years. The 
proportion of hospital expenditures attributable to the public sector has been 
projected at 88 per cent of total spending, the proportion which it reached in 
1961 when all provinces participated in the Hospital Insurance Programme. 
All public health expenditures are attributed to the public sector along with 
75 per cent of estimated expenditures on hospital capital—a higher per- 


1There are two exceptions to this assumption. In the projection of the financing of 
health services in current dollars, assuming the implementation of our recommendations, we 
have allocated to the private sector a charge of $1 per drug prescription and the charges levied 
- to pay for part of the replacement cost of glasses lost or broken. 
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centage than that estimated for the post-war period but in accord with the 
trends that have developed in the past few years. The distribution of projected 
expenditures on the administrative costs of health insurance has been made 
on the basis of an estimate of their distribution in 1961, but all projected 
expenditures on dental care and other health services such as prescribed 
glasses, home nursing and private duty nursing, chiropractic services and ortho- 
paedic appliances along with expenditures on prescribed drugs purchased from 
retail outlets, are allocated to the private sector.t The level of expenditures on 
health capital, research and the education of health personnel that would be 
reached, without the implementation of the recommendations of this Commis- 
sion is difficult to project. In view of current trends these expenditures would 
certainly rise, but the extent of the increase is uncertain. As a consequence, 
as we have indicated in Chapter 20, we have assumed that expenditures on 
health capital will be approximately the same with and without an expanded 
public programme and have only projected public outlays on health research 
and health education assuming the implementation of our recommendations.? 

On the basis of this projection, as shown in Table 21-2 the proportion 
of health spending financed in the private sector, assuming the same public 
programmes that existed in 1961, is projected to decline from 45.0 per cent 
in 1961 to 41.1 per cent in 1966 and to 38.6 per cent in 1971. Out of a total 
expenditure of $2,874 million in 1966, private expenditures will amount to 
$1,182 million; while in 1971 the amount is $1,548 million out of a total of 
$4,015 million. 

Since we have included some public spending on dental services, 
prescribed drugs and other health items in the private sector, and given the 
development of public medical care programmes in Saskatchewan and Alberta 
since 1961, without any implementation of our recommendations the propor- 
tion of private financing will almost certainly continue to decline and by 1971 
could fall below 35 per cent and public financing account for more than two- 
thirds of all spending. This proportion would be reduced further if the medical 
care programmes also being considered by other provinces are implemented. 


Financing Projected Health Expenditures, Assuming the 
Implementation of Extended Public Programmes 


With the implementation of the recommendations of the Commission 
there would be, as we have already indicated, an expansion of the proportion 
of total spending financed in the public sector both because of the transfer of 
private to public spending and new spending initiated under the programmes. 


1 These include some relatively small expenditures by public authorities for some dental 
services, prescribed drugs, prescribed glasses, and orthopaedic appliances. 
=nee Chapter 20, p.1s0l, 
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The allocation of private and public expenditures has been carried out 
as follows. The projected expenditures on medical care have all been allocated 
to the public sector although provincial financing techniques may well leave 
part of these expenditures in the private sector. In view of our recommenda- 
tions relating to the Hospital Insurance and Diagnostic Services Act, some 
expenditures, such as for out-patient care, would become a public rather than 
a private expenditure. In consequence we have reduced the proportion of total 
hospital expenditures allocated to the private sector to 10 per cent in 1966 
and 8 per cent in 1971. The cost of a children’s and public assistance 
recipients’ programme for glasses and dental care has been allocated to the 
pubiic sector except for a small amount estimated to cover the charges levied 
against those whose glasses have to be replaced through loss or breakage. 
Again all public health expenditures including Health Grants are allocated to 
the public sector along with the estimated cost of home nursing care. Expendi- 
tures on prescribed drugs have been allocated to the public sector except for a 
charge of $1 per prescription which is allocated to the private sector. A propor- 
tion of estimated expenditures on general hospital capital, equivalent to 25 per 
cent of projected spending, has again been allocated to the private sector. The 
projected expenditures on hospital construction to care for the mentally ill, 
construction of educational capital and dental clinics have been allocated to 
the public sector. The administrative costs of health insurance have been 
allocated on the basis of our estimate of total private and public spending. 
Other expenditures such as those for dental services and glasses for people 
not covered by a public programme, along with private duty nursing services, 
chiropractic services, etc., have been allocated to the private sector. Finally 
research expenditures and grants-in-aid of education have been allocated to 
the public sector, although some of these expenditures will be financed from 
private sources. 


PROJECTED PRIVATE AND PUBLIC HEALTH EXPENDITURES IN CURRENT 
DOLLARS, 1966 AND 1971 


The implementation of the recommendations would have the effect 
then of both increasing expenditures on health care and transferring a larger 
share of total spending from the private to the public sector. As shown in 
Table 21-3, the proportion financed in the public sector in 1966 is projected 
as 82.1 per cent while by 1971, it is projected at 84.9 per cent. In 1966, the 
effect of this projection is that out of an estimated total spending of $3,050 
million, $2,503 million is projected as being spent in the public sector and 
$547 million in the private sector. By 1971, total spending is projected at 
$4,481 million of which public spending is $3,804 million and private spend- 
ing at $677 million. 
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PROJECTED PRIVATE AND PUBLIC HEALTH EXPENDITURES IN CONSTANT 
(1957) DOLLARS, 1961-1991 


Our projection of real expenditures financed in the private and public 
sector is shown in Table 21-4. In Chapter 20, we outlined what we considered 
to be the most likely estimate of per capita health spending in constant (1957) 
dollars in the period 1961-1991. Our projection of the distribution of these 
expenditures is based upon the allocation measured in current dollars as 
developed above. Thus it has been assumed that in 1961, some 55 per cent of 
real expenditures was financed in the public sector, that this will rise to 82.3 


TABLE 21-3) ESTIMATED PRIVATE AND PUBLIC SPENDING ON PERSONAL 
HEALTH SERVICES AND OTHER HEALTH ITEMS, ASSUMING EXPANDED 
PUBLIC PROGRAMMES, CANADA, 1966 AND 1971 











1966 1971 
Item T : : : : 
otal | Financed | Financed | Total usenet Financed 
Spending | Privately | Publicly || Spending | Privately | Publicly 
($ ’000,000) 

Physicians’ Services*......0.:......:4.... 525 — 525 fl 797 — 797 

Dental and Other Services**........ 302 Quit 2S 441 331 110 

Ptospital Services to. .v.c5..ccc---aecedenesee 1,490 149 1,341 2,274 182 2,092 
Administrative Costs of Health 

PINSUTANCCT I. aoe sak onl-cedietielctckeaes 95 20 aS 116 25 91 

Prescribed Glasses? ics scclccescsoccsoss. 29 2 27 18 2 16 

Prescribed DTUgs?.......ccs.scseecesowatoos 234 71 163 361 102 259 

Public Health Services®.........0.0..0.05.. 150 a 150 190 oo 190 

BNCS CARCI, Ws eros Sletsssondipn sain 32 a 32 48 — 48 

Grants-in-Aid of Education4.......... Ze — 25 26 — 26 

PealtM Capitale ai iiccliiccces scout caus 168 28 140 210 35 175 

All Services and Capital................ 3,050 547 2,503 4,481 677 3, 804 

Percentage Distribution................ 100.0 17.9 82.1 100.0 14.9 84.9 





*Assuming complete public financing. 


**Publicly financed expenditures include children’s and public assistance recipients’ dental 
programmes and estimated outlays for home care. 


tProjected on the assumption that private expenditures decline to 10 per cent in 1966 and 
8 per cent in 1971. 


ttPrivate expenditures include costs of administering private hospital, dental, drugs, in- 
surance and other categories of spending not covered by public programmes. 


*Fstimated cost of contribution of private sector for glasses replaced on account of break- 
age or loss. 


>Private expenditures estimated on basis of $1 per prescription. 
‘Includes Health Professions Education Grant of 50 cents per capita. 
dAssumed to be public spending. 


€Private expenditures include contributions to construction of active treatment hospitals 
projected at 25 per cent of total spending. Cost of mental, educational and other facilities assumed 
to be publicly financed. 


SourcE: Based on Tables 20-4 and 20-23. 
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per cent in 1966 and to 85 per cent in 1971 and that this latter percentage 
will hold until 1991. On the basis of these assumptions we project per capita 
public health expenditures in real terms as rising from $54.67 in 1961 to 
$99.14 in 1966, $131.54 in 1971 and to $204.05 by 1991. Private expendi- 
tures are projected to amount to $21.76 in 1966, $22.51 in 1971 and to rise 
to $36.00 per capita in 1991. 


Projected Public Expenditures on Health as a Percentage of 
Projected Total Government Expenditures 


What proportion of total government real spending will be accounted 
for in the future by government expenditures on health?! The answer to this 
question depends on two projections—of total government expenditures and 
publicly financed health expenditures—both of which can be no more than 
indicative of the path which will actually be followed. As we emphasized in 
Chapter 19, it would not be in accord with the trends in our economy to 
assume that the proportion of GNE spent by the federal, provincial and 
municipal Governments, either in the form of direct spending or transfer 
payments, will decline in the foreseeable future. What is less certain is that 
the trends in total government spending will not level off at some future date 
below the amount projected here. As we indicated in Chapter 20, we have 
endeavoured to present a realistic projection of real expenditures on health 
services in Canada to 1991. Subsequent events may show that both the 
absolute level of total government spending and health spending may fall 
below the amounts projected here and thus produce a situation where gOv- 
ernment health expenditures as a percentage of total government spending 
may be different from that which we have projected. Here we can only say 
that the divergent trends are unlikely to increase significantly the proportion 
that health expenditures will contribute to total government spending and 
the percentage we have estimated may turn out to be not much lower than 
the actual figure. 


*JIn discussing government health expenditures as a proportion of government’s spending, 
no distinction has been made between direct spending by governments and transfer payments 
either in the sphere of total government spending or health spending. The cost of providing 
health services has been calculated on the assumption that health services are predominantly 
provided in the private sector of the economy or, where provided in public sector, are paid 
for at prices comparable with those paid in the private sector. This implies, that if all hospitals 
were to be transformed into non-profit corporations, and if medical and dental services now 
supplied by salaried physicians and dentists employed by governments were paid for by the 
recipients who were in turn reimbursed by governments, all government health expenditures 
would be classed as transfer payments. Since governments will continue to employ physicians 
and dentists in the future and to operate hospitals, and since most of the industry will remain 
in the private sector of the economy, public spending will consist of both direct spending and 
transfer payments which we have not attempted to estimate separately. 
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TABLE 21-4 ESTIMATED PRIVATE AND PUBLIC PER CAPITA SPENDING ON 
PERSONAL HEALTH SERVICES AND OTHER HEALTH ITEMS 
ASSUMING EXPANDED PUBLIC PROGRAMMES, CONSTANT (1957) 
DOLLARS, CANADA, SELECTED YEARS, 1961-1991* 


Per Cent Projected Total 
Government SpendingtT 


Y Per Capita Financed Financed Re ccina 
gar Expenditures**| PrivatelyT Publiclyt TETECTE Per Cent 

Per Capita 
Government Spent on 
Expenditures? Health 

$ $ $ $ 

— 1961 99.40 44.73 54.67 604 9.1 
1966 120.90 21.76 99.14 764 13.0 
1971 150.05 22.54 131.54 997 14.7 
1976 178.88 26.83 152.05 1,059 14.4 
1981 202.00 30.30 171.90 1,207 14.2 
1986 223.00 33.45 189.55 1.393 13.8 
1991 240.05 36.00 204.05 1,586 12.9 


*Includes expenditures as outlined in Footnote *, Table 20-1. 
**Per capita spending on health care, “‘most likely”’ projection, Table 20-1. 


Projected on basis of distribution of spending in current dollars as calculated in Table 
21-3; 18 per cent private spending in 1966, 15 per cent private spending in 1971 to 1991. 


ttPer capita public spending on health services and health capital as a percentage of pro- 
jected per capita total government expenditures including defence expenditures. 


aSee Table 19-9. 


Source: Based on Tables 19-9, 20-1, and 21-3. 


As shown in Table 21-4 the proportion of per capita real government 
expenditures attributable to health spending—including both direct spend- 
ing and transfer payments—amounted to 9.1 per cent in 1961. Our pro- 
jection indicates, assuming that total government spending grows at a rate 
consistent with the projected higher growth of GNP, that this proportion will 
rise to 13 per cent by 1966 and to 14.7 per cent by 1971. This would be 
the maximum percentage reached. Thereafter, the proportion spent in health 
declines until by 1991 it is projected to amount to 12.9 per cent. In short, 
government outlays for health are unlikely to account for more than 15 per 
cent of total government spending at any time between 1961 and 1991, an 
increase of six percentage points over the year 1961 and less than four 

‘percentage points comparing 1991 with 1961. 
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ALLOCATION OF PUBLIC HEALTH EXPENDITURES BY 
LEVEL OF GOVERNMENT 


Throughout this Report we have emphasized that if all Canadians 
are to have available adequate health services, the planning of health ser- 
vices and the health care coverage available must take account of adequate 
standards of health services for Canadians from one end of the country 
to the other, as well as the necessity to provide an appropriate level of 
health personnel and facilities to implement the health care programme. We 
have also stated that the efficient utilization of scarce resources will require 
integrated and co-operative planning in which the federal government, 
provincial governments, municipal governments, voluntary organizations, pro- 
fessional personnel and laymen must participate. , 

We have emphasized also that the implementation of the health care 
programme recommended in this Report will not lead to any substantial 
change in the degree of direct participation in the provision of health services 
either by the federal, provincial or municipal governments. Where it will 
be necessary for governments directly to provide health services, as in the 
case of public health services and certain classes of hospital care, these 
functions largely will continue to be handled efficiently by provincial authori- 
ties, regional authorities or by large municipal authorities. Some health ser- 
vices necessarily must be performed by the federal government in the 
national interest; these include food and drug regulation, health examina- 
tion of immigrants, health research and the health care of veterans. The 
main responsibility for the provision of health services, however, will lie 
with the private sector or with the provincial and local authorities. 

The implementation of our recommendations primarily will lead to 
an expansion of the role of government in the planning and organization 
of a health care programme, including health services, personnel, facilities, 
and research, as well as financing, and it is to the division of these functions, 
along with the expenditures and sources of revenue, between the various levels 
of government that we now turn. 

The provision of an adequate standard of health services for all 
Canadians as we have already indicated will require the participation of 
the federal government in the planning of health care programmes and the 
establishment of national standards.t There remains the question of the 
division of revenues and expenditures. 

In general we have taken the Hospital Insurance and Diagnostic 
Services Act, along with other Health Grant Acts, as a pattern for the financing 
of the health programmes we have recommended. In so doing we have recom- 
mended that for the predominant part of future government expenditures, the 


7 See Chapter 1 and Chapter 2, Recommendations 190 to 195. 
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federal government should share the cost equally with provincial governments. 
We wish, however, to emphasize that the provision of a minimum standard of 
health services may be difficult in some provinces because of their inability to 
finance even 50 per cent of the cost of public health care programmes. 
We have therefore examined the problem of fiscal need and made certain 
suggestions about the financing of health care arising out of this examination. 

Our recommendations do not imply that we are opposed to other 
methods of financing such programmes. For example, it is possible that 
revenues might be reallocated between the federal and provincial govern- 
ments along with the responsibility for various public functions. Thus as 
provinces expand their public hospital, medical and other health care pro- 
grammes, after these have been in operation for some period of time, the 
federal government could shift from a conditional grant approach to a 
reallocation of revenue approach, withdrawing from certain tax fields, or 
giving a proportion of certain tax fields to the province to provide the 
finances for health programmes. Of course such a development would have 
to take account of regional fiscal capacity. 

Provided that the needs of Canadians for health care are met; pro- 
vided that the quality and scope of health services provided is equivalent 
to what we have recommended; provided such services are operated in the 
most economic manner and properly planned and integrated; the techniques 
adopted for their financing are of secondary importance. 


GRANTS-IN-AID 


Our examination of the various techniques currently used to trans- 
fer funds from the federal government to the provincial governments makes 
it desirable to concentrate on the existing techniques developed for sharing 
the cost of health programmes—that is the conditional grant of which the 
grants made under the Hospital Insurance and Diagnostic Services Act are a 
most important example. Such grants-in-aid appear to solve, at present, the 
problems of intergovernmental finance in the field of health services more 
effectively and adequately than any other alternative. They enable us to take 
account of the two main goals, the establishment of adequate standards of 
services and the equalization of capacity to pay. 

Professor Donald Smiley has recently published an appraisal of 
federal conditional grants in Canada.’ It is a helpful and timely document 


1 Smiley, Donald V., Conditional Grants and Canadian Federalism, a Study in Con- 
stitutional Adaptation, Canadian Tax Foundation, Toronto, February 1963. For a further 
comment on the usefulness of grants-in-aid as a device for achieving national average standards 
of service and equity in financing, see United Nations, Department of Economic and Social 
Affairs, Report on the Organization and Administration of Social Services, Report by the 
Group of Experts appointed by the Secretary-General of the United Nations, New York: The 
Organization, 1962, pp. 28 and 29. 
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and provides specific analyses of the various grants, including those for 
health services. Here we shall indicate briefly some points he makes in con- 
nection with health and hospital grants. The federal government made 
many federal-provincial financial proposals of the 1945-1946 Reconstruction 
Conference with a comprehensive set of conditional grants for health ser- 
vices as part of the whole scheme of things. The Conference broke down 
in May 1946 and the federal government proceeded to negotiate with the 
provinces on separate issues and in piecemeal fashion. In the sphere of health 
the federal government established shared-cost programmes beginning in 
1948. We traced the development of these in Chapter 4. 

Professor Smiley’s analysis covers the basis of federal sharing; 
financial administration, co-operation and conflict, and the impact on pro- 
vincial finance. He makes certain suggestions which deserve attention. 
There is a need for more progress “in rationalizing the auditing and reim- 
bursement procedures and in eliminating some of the more anomalous 
definitions of shareable costs where the amounts involved are small...”.2 He 
also recommends that all the present health grants, excluding those for 
hospital construction, be amalgamated into one public health grant. More 
could also be done by the federal government to inform provincial govern- 
ments well ahead of time of intentions of changes in grants; conditional 
grants create uncertainties in provincial budgeting and planning since a 
matching of funds is involved. In general, he concludes: “With all their 
defects, conditional grants have brought an invaluable element of adapta- 
bility to a federal structure which has proved remarkably resistant to change 
through constitutional amendment or evolving patterns of judicial review”. 

As a consequence of the implementation of our recommendations 
many of Professor Smiley’s criticisms of the health grant approach would 
be removed. We have generally argued for a more rational organization of 
health grants and for a reduction in the amount of unnecessary accounting 
procedures. We have also recommended the amalgamation of a number of 
specific grants into more general grants, particularly the elimination of 
certain specific disease-oriented and client-oriented grants.‘ 

Bearing in mind our emphasis on flexibility in working out financial 
arrangements with provincial governments in the health field, we feel that the 
conditional grants can be used to create a structure of health services along 
with personnel, facilities and research that is in keeping with Canada’s federal 
structure while providing a high level of health care for all Canadians regard- 
less of where they reside. 


1Smiley, Donald V., op. cit., Chapter III. 

* loidsep. 10; 

3 Thid. 

“See Chapter 2, Recommendations 196 and 197. 
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FISCAL NEED 


There remains, however, one problem that is of concern; the fact 
that resources, and economic conditions and progress are not uniform 
throughout Canada. For example, there are provinces in Canada whose 
ability to finance a given level of health services is much less than others. 
Differences in the fiscal capacities of provinces are such that in order to 
achieve national average standards of health or other services, they need to 
impose a tax burden above the national average. 

At present there are constitutional provisions regarding the division 
of revenue sources between the federal and provincial governments as well 
as federal-provincial taxation arrangements arrived at by negotiation. Finally 
there are the grants-in-aid. The consequences of all these arrangements is 
that the federal government collects taxes largely in excess of its expendi- 
tures and transfers large sums of money to the provinces to enable them to 
finance their obligations. Similarly the provinces transfer funds to the muni- 
cipalities to finance expenditures in excess of their revenue. 

How far the present system meets the needs of the federal govern- 
ment and the provinces is beyond the terms of reference of this Commission. 
But we are required to offer some suggestions with respect to the financing of 
health care programmes proposed and we do so in the sections that follow 
with our recommendations presented in Chapter 2.1 


PROJECTED FEDERAL AND PROVINCIAL SPENDING ON 
HEALTH SERVICES AND OTHER HEALTH ITEMS 


In Tables 21-3 and 21-4 we have set forth estimated private and 
public spending on health services and other health items both in current 
dollars for the years 1966 and 1971 and in constant (1957) dollars for 
selected years within the period 1961 to 1991. In Tables 21-5 and 21-6 
we have estimated how public expenditures would be distributed between 
the federal and provincial governments assuming that the recommendations 
outlined here were adopted. 

For most programmes our recommendations are that the federal 
government meet 50 per cent of the cost of publicly financed programmes. 
In a few instances this is not the case. For example our estimates include 
spending on education of health personnel and health research. In both 
these areas provincial governments will spend funds but due to lack of data 
these have not been included in the projection. In consequence, projected 





1See Chapter 2, Recommendations 190 to 195. 

2It is recognized that certain health expenditures will be financed by municipal govern- 
ments, but for purposes of this analysis, spending is only classified as federal or provincial. See 
footnote (a) in Table 21-5. 
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expenditures on health education and health research are all assumed to be 
financed by the federal government, recognizing that this underestimates 
provincial expenditures. In the case of hospital construction, it has been 
assumed that for the construction of psychiatric beds and institutions for 
the mentally retarded, where these replace obsolescent institutions, that 
there will be no private sharing and that the federal government will bear 50 
per cent of the cost. For all other beds and bassinets, the federal share has 
been projected at 15 per cent of the cost remaining after deducting 25 per 
cent that represents private donations or funds belonging to the hospitals. 

In terms of current dollars, assuming the implementation of the 
recommendations made here, Table 21-5 indicates that the federal share of 
total public spending in 1966 is projected at $1,246 million or 49.8 per cent 
while spending by other levels of government is projected at $1,257 million 
or 50.2 per cent. By 1971, federal spending is projected to rise to $1,894 
million or 49.8 per cent and spending by other levels of government to rise 
to $1,910 million or 50.2 per cent. 


TABLE 21-5 ESTIMATED PUBLIC SPENDING ON HEALTH SERVICES AND 
HEALTH CAPITAL BY LEVEL OF GOVERNMENT, ASSUMING EXPANDED 
PUBLIC PROGRAMME, CANADA, 1966 AND 1971* 


Projected Projected Federal Projected Provincial 
Year Total Public Share of Share of 
Expenditures Total Spending Total Spending 
($’000,000) ($000,000) Per Cent ($’000,000) Per Cent 
1966 2,503 1,246 49.8 15257 S082 
1971 3,804 1,894 49.8 1,910 50.2 


*Provincial government spending includes expenditures made by municipal governments. 


Source: Based on Table 21-3 and Madden, J. J., Economics of Health, a study pre- 
pared for the Royal Commission on Health Services, Ottawa: Queen’s Printer, 1964. 


When spending is measured in constant (1957) dollars as indicated 
in Table 21-6, real expenditures by the federal government are projected 
to rise from $369 million in 1961 to $1,002 million in 1966 and $1,435 
million by 1971. By 1991, federal spending is projected at $3,567 million. 
These are sizeable sums of money but in terms of percentage of Gross 


1In the case of projected expenditures on facilities associated with the development of 
the Children’s Dental Services, the federal share has been estimated at 75 per cent of projected 
outlays in 1966 and 50 per cent in 1971 and thereafter. 
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National Expenditure it can be seen that at no time does federal spending 
exceed more than 2.8 per cent of Gross National Expenditure and that it 
expands at a rate well within the capacity of the Canadian economy. The 
most rapid increase in federal spending comes in the period 1961 to 1966 as 
public spending is substituted for private spending but once the transitional 
stage is completed, federal outlays grow no more rapidly than Gross 
National Expenditure amounting to 2.8 per cent of GNE in 1976 and 2.7 
per cent im-1991.7 

Table 21-6 also indicates projected spending in constant (1957) 
dollars by governments other than the federal government, namely provincial 
governments (including municipal outlays). In 1961, expenditures amounted 


‘TABLE 21-6 ESTIMATED PUBLIC SPENDING ON HEALTH SERVICES AND 
HEALTH CAPITAL, BY LEVEL OF GOVERNMENT, ASSUMING EXPANDED 
PUBLIC PROGRAMMES, CONSTANT (1957) DOLLARS, CANADA, 
SELECTED YEARS, 1961-1991* 


Projected Total Projected Federal Projected Provincial 
Public Expenditures Share of Total Spending | Share of Total Spending 
Year | | | 
Total Per Cent Total Per Cent Total Per Cent 
Spending of GNE Spending of GNE Spending of GNE 
($’000,000) ($’000,000) ($°000,000) 
1961 998 2.9 369 1.1 629 1.8 
1966 2,013 4,5 1,002 2.2 1,011 2.3 
1971 2,881 5.1 1,435 25 1,446 2.6 
1976 3,837 5.5 1,911 DL 1,926 2.8 
1981 4,850 5.6 2,415 2.8 2,435 2.8 
1986 5,980 5.6 2,978 258 3,002 2.8 
1991 7,163 5.4 3,507. 2:0 3,596 2.7 


*Based on a projected high level of growth of GNP, the “most likely’ projection of per 
capita spending on health services and capital, the distribution of private and public spending as 
projected in Table 21-3, and the distribution of federal and provincial spending as projected 
in Table 21-5. Provincial government spending includes expenditures made by municipal governments. 


Source: Based on Tables 11-14, 11-26, 19-1, 21-3 and 21-5. 


to $629 million and these are projected to rise to $1,011 million in 1966 and 
to $1,446 million in 1971. By 1991, expenditures are projected at $3,596 
million. Again these are sizeable sums, but in terms of Gross National 


1 With a slower growth of GNE, federal spending on health wouid account for a some- 
what larger share of GNE if health spending remained unchanged. Since it is likely that health 
spending would be less if GNE grew more slowly the percentage of GNE allocated to health is 
' not likely to be significantly higher. 


878 FUTURE HEALTH COSTS AND THE CANADIAN ECONOMY 


Expenditure, once the transitional stage is past and public funds substituted 
for private funds, provincial expenditures as a percentage of GNE do not 
exceed 2.8 per cent in 1976 and by 1991 are at 2.7 per cent. 

Moreover, the transitional stage involves much less of an expansion 
of provincial spending than it does in the case of federal government spend- 
ing. Between 1961 and 1966, provincial spending as a proportion of GNE 
rises by only .5 percentage points, and between 1961 and 1971 rises by only 
.8 percentage points. This is, of course, the consequence of federal sharing 
in the costs of mental and tuberculosis hospital care, the construction of 
psychiatric hospital beds, and medical, dental and other health care provided 
to welfare recipients, most of which in 1961 was borne by the provincial or 
municipal government.} 


WILLINGNESS TO FINANCE PUBLIC PROGRAMMES 


We have concluded that the implementation of our programme will 
necessitate an expansion of public expenditures and thus an increase in the 
premiums and taxes collected by the federal and provincial governments. 
How do Canadians in general feel about the possible higher cost of improved 
health care and the prospect of higher taxes or other forms of contribution 
for this purpose? 

To answer this question we have throughout our hearings inquired 
from spokesmen of representative population groups with varying inter- 
ests, whether those they represented would accept higher taxation to pay 
for the cost of increased and improved health services. The answer has been 
yes, and there has been no dissenting voice. The position has been stated in 
its most succinct form as follows: 


“If we as individuals or as organizations accept or ask for greater services 
from senior government, from others than ourselves, we must be 
prepared to pay.” 


1 Although we recognize that provinces may finance their programmes by any means they 
choose, we have calculated the percentage of GNE that the provinces would have to raise in 
order to finance provincial and municipal health spending if the provinces collected in the form 
of premiums the same proportion of real GNE as was collected in 1961, by private medical care 
insurance and provincial hospital care insurance plans. Private insurance plans collected about 
0.55 per cent of real GNE while those provinces that had premiums collected about 0.30 per 
cent of GNE. The total collected was about .85 per cent of GNE. Reducing provincial expendi- 
tures by this amount, projected provincial share of health spending as a percentage of GNE 
would be reduced to 1.7 per cent in 1961. With the transfer of financing to the federal gov- 
ernment, in 1966, provincial expenditures would account for only 1.35 per cent and would be 
less than 2 per cent throughout the period. 

* Transcript, op. cit., January 25, 1962, Regina, Vol. 20, p. 4743. (Mr. Boileau for the 
Saskatchewan Wheat Pool). 
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Labour, agricultural, business and consumer spokesmen all made similar 
statements.} 


THE FUTURE 


It is obvious, even if no new programmes are adopted, that gross 
expenditures on health services will increase very substantially by 1971 
(see Table 20-23). The population will be 22.6 million by then, an increase 
of 24 per cent over 1961. Over the same period hospitalization costs alone 
will have increased by over 1.3 billion, or by 145 per cent, and Canada is 
committed to the hospital programme. No one has suggested curtailing or 
abandoning it. The sum total of all our proposals is to add to the hospital 
programme and to the existing services the personal health services needed 
to round out the concept of comprehensive and universal coverage. These 
additional services will, if implemented, cost an extra $466 million in 1971. 
That is the price tag which must be affixed to our proposals. We are fully 
aware that it is a substantial sum. But we are equally aware that the benefits 
which will flow from such a comprehensive universal health service will be 
more than worth the price in terms of good health and human happiness. 


1a) Transcript, op. cit., November 1, 1961, Halifax, Vol. 5, p. 1313. Mr. Bell for the 
Nova Scotia Federation of Labour: “We think in conjunction with such a pro- 
gram the Government should look at its source of revenue itself to the point of 
not only calling upon people to meet the cost through personal income tax but also 
through upward revision of corporation tax and probably increases in succession 
duties and other means which are at their disposal.” 
Transcript, op. cit., February 22, 1962, Vancouver, Vol. 30, p. 6508. The B.C. 
Federation of Labour. 
Transcript, op. cit., April 9, 1962, Quebec, Vol. 40, p. 7890. The Federation of 
National Trade Unions. 
Transcript, op. cit., May 25, 1962, Toronto, Vol. 60, p. 11284. Canadian Labour 


Congress. 
Transcript, op. cit., June 2, 1962, Toronto, Vol. 66, p. 12493. Ontario Federation of 
Labour. 

b) Transcript, op. cit., March 19, 1962, Ottawa, Vol. 33, p. 6844. Mr. McNally for the 


Canadian Chamber of Commerce: “Our position is that in our view no Canadian 
should be allowed to suffer medical illness or accidents because he can’t pay for it, 
and to the extent that the provinces or municipalities must increase their budget to 
take care of these people in these circumstances, we are prepared ito pay for it.” 
Transcript, op. cit., May 23, 1962, Toronto, Vol. 58, p. 11006. Mr. Drysdale for the 
Ontario Chamber of Commerce: “Yes, we would. After all, if we accept it I think 
we have to be prepared to pay for it, and just how that might be done is another 
question. In other words, depending upon who you extract the money to do this.” 
Transcript, op. cit., February 16, 1962, Edmonton, Vol. 26, p. 5775, statement for 
the Edmonton Chamber of Commerce. 
c) Transcript, op. cit., May 14, 1962, Toronto, Vol. 52, p. 10002. Dr. Hastings for the 
Toronto School of Hygiene: “There would have to be substantial federal contribu- 
tion, which would presumably come out of taxation, but the provincial portion, we 
feel, should be left to the individual provinces.” 
Transcript, op. cit., March 23, 1962, Ottawa, Vol. 37, p. 7555. Mrs. Annie G. 
Haggerty speaking on behalf of the Federated Women’s Institutes of Canada: 
“I think they would (pay his/her taxes) if the health services were better.” 
Transcript, op. cit., January 23, 1962, Regina, Vol. 18, p. 4317, testimony by 
Mr. Gleave on behalf of the Saskatchewan Farmers’ Union. 
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STUDIES PREPARED FOR THE COMMISSION 


Study Directors and 


Study Title Associates 


Dr. J. A. MacFarlane 
Dr. R. C. Dickson 
Dr. R. Dufresne 

Dr. G. H. Ettinger 
Dr. J. W. Macleod 
Dr. J. F. McCreary 


Medical Education in Canada 


Medical Manpower in Canada Dr. S. Judek 

Group Practice Dr. J. A. Boan 

Dental Manpower in Canada Dr. B. McFarlane 
Dental Education in Canada Dr. K; J. Paynter 
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Nursing Education in Canada Dr. Helen K. Mussallem 


Utilization of Nurses in Canada 


. Muriel Uprichard 


Sociological Factors Affecting Recruitment 


into the Nursing Profession Dr. R. A. Robson 
Pharmacists Manpower in Canada Mr. T. M. Ross 
Recruitment, Education and Utilization of 


Pharmacists in Canada Prof. F. A. Morrison 


Paramedical Manpower in Canada Mr. A. D. Boyd 
Study of Chiropractors, Osteopaths and 

Naturopaths in Canada Dr. D. Mills 
Psychiatric Care in Canada: Extent and 

Results Dr. A. Richman 
Trends in Psychiatric Care Dr. D. G. McKerracher 
Tuberculosis in Canada DraGre Wherrett 
Health Status of the Canadian People Dr. R. Kohn 


Voluntary Health Organizations in Canada Dr. Elizabeth S. L. Govan 
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HEARINGS 


Public hearings were held in 14 cities in Canada including the capitals 
of the ten provinces and the Yukon Territory. Some 385 submissions were 
presented during the course of these hearings which lasted 67 days. 


Public hearings were held in the following cities: 


Oa dtr: September 27, 1961 
Plalitay no. chet October 30 to 

November 1, 1961 
StOJONO'S ...05 cs November 2 and 3, 1961 
Charlottetown ........ November 7 and 8, 1961 
Fredericton” 40.4.0... November 9 and 10, 1961 
Winnipeg ....c.. 4005 January 15-19, 1962 
CG January 22-26, 1962 
EGMOMON: a. February 12-16, 1962 
Wittoria® 5. oe sc. February 19, 1962 
MANCOUVED.2.h55 February 20-24, 1962 
OUAWe <r hond. March 19-23 and 26-27, 1962 
Quebec City ........... April 9, 1962 
MGeiTC aCe a ieca April 11-13 and 16-17, 1962 
PFOROHEO yc fics cls May 7-11, 14-18, 22-25 

and 28-31; June 1 and 2, 1962 
Omawa oo leas sieks October 16 and 17, 1962 


Whitehorse ............ March 11, 1963 
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HALIFAX 
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